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PREFACE 

“ Wherever thou findest Disorder, there is thy eternal enemy ; 
attack him swiftly, subdue him ; make Order of him, the sub- 
ject not of Chaos, but of Intelligence, Divinity and Thee. The 
thistle that grows in thy path, dig it out." — Carlyle, and 

Present. ” 

Under the influence of that noble book from which the 
above quotation is made, I first conceived book-keeping 
as a task of bringing order out of confusion. The thistle 
to be dug out, grew, of course, in my own mind, as it does 
in the mind of any student. A friend placed into my 
hands the first book on book-keeping I had ever seen; it 
was one of Pitman’s publications — Book -keeping Simpiifi ed — 
and I shall ever remain grateful for the help I got from 
that little book. 

A large proportion of books written on the general 
subject of book-keeping contains an abundance of forms, 
detailed exercises and footnotes. I have as far as possible 
kept to the plain attempt to state reasons for the 
application of rules, and I wc.'" Jicularly emphasize 
the importance of reading the first two chapters as the 
basis of the succeeding chapters. 

My object has been to produce a book for junior 
municipal book-keepers which may be helpful to them in 
their daily work, and which may be of some service to 
those studying for the examinations of the Institute of 
Municipal Treasurers and Accountants. 

I have not hesitated to state my own opinions on many 
things which are considered by some as controversial, 
as I have very good evidence for believing that the same 
methods of applying the principles of book-keeping 
obtaining in the conunercial worla will ultimately be 
applied to all accounts of Local Authorities. 

J. H. M. 
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CHAPTER I 

BOOK-KEEPING 

1. The objects of Boojf-keeping. 7. The “ Cash Basis ” of keeping 

2. The theory of Double Entry. Municipal Accounts. 

3. The classification of Accounts. 8. The Income and Expend!* 

4. The primary Books of ture" basis. 

Account. 9. Variations and extensions of 

5. The rules for posting by the Books of Account. 

Double Entry. 10. Organization of Books. 

6. The results to be obtained 11. Rules for the Book-keeper. 

from Double Entry. 

(1) The Objects of Book-keeping. 

The term ** Book-keeping ** is used in its widest sense 
to denote any method of recording transactions involving 
money or money’s worth. There are many methods 
slill in use which are faulty and misleading, whilst others, 
though unscientific, may still be quite useful lor their 
purpose. Modern methods have been developed upon 
definite principles and in this relation book-keeping is 
defined as a '’science,” the object being to attain the 
results required by a system which may be applicable in 
theory to all kinds of accounts. 

The object of book-keeping should be to record the 
transactions in a systematic manner in order that — 

(«) The accuracy of the entries be proved. 

{b) Periodical results may be obtaiiled classified in the 
particular form required. 

(c) The true financial position may be readily ascertained 
at any time. 


Mnes) 
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(2) The Theory o! Double Entry. 

The system known as Double entry book-keeping is 
acknowledged to be sufficient for the attainment of these 
objects. This system is based upon the fact that a 
transaction between two persons has a twofold aspect 
which can be recorded, viz., the transfer of money or 
money's worth involving a giver and a receiver. Many 
transactions require as many as four entries to be made, 
therefore the term “double entry" must not be taken 
to mean “ two entries." Nothing can be more erroneous 
than to define double entry book-keeping as the method 
of recording transactions by debiting one account and 
crediting another. Part of the system is the use of two 
columns for every account, the one on the left-hand side 
being called the “ Debit " and the one on the right-hand 
side the “ Credit " column. The words “ Debit " and 
“ Credit " are understood in all cases to mean either 
addition or subtraction. To deduct the total of one column 
from the total of the other column will give the same result 
as adding or deducting each item where one column is 
used. 

(3) The Glassification of Accounts. 

Accounts may be classified as follows— 

( a ) Personal Accounts. These as the name signifies 
are the accounts which show the sums due to or from 
individuals, firms and corporations. 

(b) Real Accounts. These are sometimes called 
“ Property " accounts and are supposed to deal 
with material things as Cash, Goods, Buildings, Fixtures, 
etc. 

(c) Nominal Accounts. These may be taken to include 
all accounts which cannot be classified as Personal or 
Real. The chief accounts are those relating to Expenses, 
Profit and Loss, etc. 
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(4) The Primary Books of Account. 

Originally all entries were written into a Journal and 
posted therefrom to the respective accounts which were 
kept in a book called the Ledger. These two books have 
been divided and sub-divided to meet the necessities of 
trade and the volume of business. The Cash Account 
is kept in a separate book, Personal and Nominal Ledgers 
are used for their respective classes of accounts. This 
process of sub-division has produced an extraordinary 
number of books with different titles in different businesses ; 
it will be shown later that the various books used in the 
finance office of a local authority are but divisions of the 
Cash Book, the Ledger, or the Journal. 

(5) The Rules for Posting by Double Entry. 

Transactions are entered to the debit or credit of their 
respective accounts subject to the following rules. 

Rule 1.— Applicable to Personal Accounts. Debit the 
receiver ; credit the giver. 

Rule 2,— Applicable to Real Accounts. Debit what 
comes in ; credit what goes out. 

• Rule 3. — ^Applicable to Nominal Accounts. Debit 
expenses and losses ; credit gains. 

It will be seen that a transaction will affect two 
accounts, e.g., to record the receipt of goods from Jones 
it is necessary to debit goods with what comes in according 
to rule and to credit the giver Jones. The effect of thus post- 
ing all entries according totheir twofold aspect is that “ every 
debit has a corresponding credit " and in consequence the 
total of the debts must equal the total of the credits." 

(6) The Results to be Obtained from Double 

Entry. 

Assuming that all the transactions for a certain period 
have been posted to the proper accounts it will be possible 
to obtain the desired objects of a good system as und^. 
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First to prove the books. The accounts are cast, and 
the balances taken to a summary of debits and credits 
called the Trial Balance. If the total of the debits agrees 
with the total of the credits the books are said to be proved. 
It must be pointed out, however, that other errors may 
exist which are not disclosed by the Trial Balance, 
where both a credit and its debit have not been posted, 
or where an account has been wrongly debited or credited. 

Second to ascertain the results. This is done by 
gathering all expenses, losses and gains arising out of the 
transactions within the period into an account called the 
Profit and Loss or Revenue Account. If this results in a 
debit balance there is said to be a Loss or Deficiency, if 
a credit balance a Profit or Surplus. 

Third to show the Financial Position. This is done by 
grouping and classifying all the balances which remain 
in the books after transfers or closing entries have been 
made and stating them in the form of a Balance Sheet, 
The debit balances are shown on the right-hand side 
and are generally described under the heading of Assets. 
The credits are taken to the left hand side under the 
heading of Liabilities. Some accounts, however, do n^t 
lend themselves to being placed under either the heading of 
Assets or Liabilities, and it is important to bear in mind 
that each sub-heading or description should be sufficient 
to prevent any misunderstanding. The excess of what 
are called the Assets over the Liabilities in a trader's 
account is represented by the balance to the credit of his 
Capital Account. 

(7) The ** Gash Basis " of Keeping Municipal 
Accounts. 

The principles of double entry outlined above may be 
applied to the account keeping of any business or under- 
tal^. Short cuts may, be made without seriously 
infringing the rules, but the student should thoroughly 
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understand the rules first. The accounts of Local 
Authorities are generally supposed to be kept upon the 
principle of double entry. It is within the province of 
every student to test whether this is so. There are two 
phrases familiar to municipal book-keepers which are 
used in relation to the accounts of Local Authorities— 
“ keeping the accounts on a cash basis ” and ” keeping the 
accounts on Income and Expenditure lines." The cash 
basis in its simplest form is the record in a cash book 
of all cash received and paid during some period. So far 
the rules of double entry are not observed. The Ministry 
of Health, however, Requires a summary of the cash items 
in the annual financial statement for Urban District 
Councils. In order to give the information required, it 
is necessary to analyse the items under certain heads of 
expenditure. This is done by posting the cash entries 
to a book with accounts as specified in the return. This 
looks very like double entry. The result obtained is an 
analysis of the cash transactions summarized in a state- 
ment, the balance of which corresponds to the cash in hand 
or overdrawn. The financial position of the Local 
Authority is not disclosed, no account being taken of 
moneys owing by or due to them. It will be seen 
that the objects of a good system are far from being 
attained. 

(8) The ** Income and Expenditure " Basis. 

An attempt is sometimes made to remedy the obvious 
defects of the " cash system " by tacking on at the end 
of the year the outstanding liabilities and income. This 
is done by debiting in the ledger in its respective account 
each item of Expenditure and crediting |i personal account 
in the Creditors Ledger. The income is added to the 
analysed receipts and debited to the personal accounts 
in the Debtors Ledger. In the new, year the creditors 
arc closed by posting the payments relating thereto ftom 
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the cash book, and the debtors cleared by posting the 
receipts relating to each account. The personal accounts 
under this method are introduced at the end of the yeat 
and closed in the new year, when the cash is received or 
paid, but after such closing they remain dead until the next 
balancing time. 

Both the methods of book-keeping described have 
been defended on the ground that the Ministry of Health 
does not require more than an analysis of cash, and that the 
result attained by keeping personal accounts does not 
justify the labour entailed. In commercial accounts 
much more could be said in defence of the system known 
as " single entry," The student is asked to apply the 
scientific tests — first, as to how far the three main objects 
of book-keeping are attained, and secondly, whether the 
three golden rules of double entry are observed. He 
will then be in a position to judge for himself whether 
they are worthy of being included in that definition which 
defines book-keeping as the " science of recording 
transactions, etc." 

No system is worthy of the name which does not provide 
for income and expenditure, and it cannot be called the 
double entry system unless it does so. If every entry is 
made relating to the transactions within the period, then 
all expenditure will be recorded, including, of course, 
apportionment of contracts which were partly completed 
at the date of the Balance Sheet. Income will also include 
everything earned within the period both due and accrued. 

(9) Variations and Extensions of the Books 
of Accoupit. 

Owing to the bulk of the transactions and the peculiar 
nature of each business or undertaking, it is necessary 
to make variations in the primary books of account. 
This is done in two ways-^ 

FiRST, BY Expansion. This is effected by a sub-division 
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of the books. The cash book may be split into two parts — 
the Cash Payments Book and the Cash Receipts Book. 
•The Ledger can be divided according to the classification 
of accounts as follows : (1) Creditors Ledger and Debtors 
Ledger for personal accounts ; (2) Revenue Ledger, 

Capital Ledger, and so on, for nominal accounts. No 
difficulty will be experienced in recognizing these sub- 
divisions, owing to their character. The Journal can be 
sub-divided into a number of books of original entry, 
which unfortunately are not always called the same 
names. In a municipality we have the Income Journals, 
the Expenditure Journal (sometimes called the Invoice 
Book or the Orders on Borough Treasurer Book) and 
various other Day Books. It must be borne in mind that 
all these books of original entry from which debit and 
credit postings are made are records of income or ex- 
penditure, and further, that they form part of the book 
known as the Journal. Understood in this sense the 
Journal is always used. Questions on the use of the 
Journal frequently refer to that portion of it which should 
be reserved for transfers, closing entries, etc. 

, Secondly, by Contraction. This is generally effected 
by the use of the columnar system. We will assume the 
Authority owns Gas, Electricity and Tramways Under- 
takings. Instead of using the three cash books, one may 
be adapted by the use of four columns, a total column 
and one column for each undertaking into which the 
receipts or payments are extended. Debtors may be 
entered in rotation with the columns extended for all 
possible entries. A good example of this is the Rate 
Book or Gas Rental. Here again the book-keeper should 
know the class of account he is occupied upon in order 
to learn the general system. 

There are many practical variations in addition to the 
above, but in adopting them no rule in double entry 
book-keeping need be broken. It is 'sometimes convenient 
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to adopt what is known as the Card System for personal 
accounts or even cost accounts, this being merely a 
variation from the form of the bound book. 

A system known as Slip Book-keeping is frequently 
used in commercial houses. The practice is to attach 
numbered slips to the sale notes, from which the debit 
entry is made direct to the Debtors Ledger, and the credit 
entry to the Sales Account. The slips themselves take 
the place of the Journal or Day Book. Loose Leaf Ledgers 
are a departure from the form of bound ledger, and are 
recognized as being useful for arranging the accounts 
in some convenient order, alphabetical or otherwise ; 
and for the elimination of dead accounts. They are being 
introduced into the offices of all large municipalities 
despite academic objections. 

(10) Organization of Books. 

The objects to be borne in mind in organizing a system 
of books are — 

(a) The particular requirements of the business. 

(h) The best results for the labour involved. 

(c) The ready reference to the records. 

(d) To ensure the highest degree of clerical accuracy. 

(e) To provide safeguards against frauds. 

It is not intended in this volume to discuss the problems 
of office organization. It will be sufficient to say that the 
books should be so designed that the members of the 
staff are able to form some check upon each other's work. 

(11) Rules for the Book-keeper. 

The best systems will fail unless the book-keeper is 
trained to his work. There are one or two rules for him, 
the observance of which are essential to obtain good results. 

(a) The narration of each transaction should be 
sufficient to explain it without relying upon the memory. 
TOs is. sufficient if contained in one book, and the details 
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need not be duplicated in the contra entries. The point 
to remember is, sufficiency of detail without unnecessary 
. duplication. 

(b) All transactions should be recorded as soon as 
practicable. The date of the entry should also be the 
date of the transaction. It is convenient, however, for 
accounts to be entered up after approval by the Committee, 
as on the date of the Committee ; but at the end of the 
year no entries relating to the financial year should be 
dated after 31st March, although not passed by the 
Committee until after the close of the financial year. 

(c) In order to localize errors and save time when 
balancing, all the books should be made self-balancing. 
In order to do this it is necessary to construct Total 
Accounts for each ledger, which should be under the 
control of the chief book-keeper. The method of splitting 
the Rate Book into portions representing Collecting 
Districts, and balancing each portion separately is no 
doubt familiar. In order to do this an analysis is kept 
of the rate made, the cash collected, and amounts written 
off. In the same way Total Accounts may be prepared 

, in respect of any ledgers, and for the sake of illustration 
we may take the Creditors Ledger. This would be 
constructed on the following lines — 

Debit Side— 

(а) Total of the opening debit balances, if any. 

(б) Cash paid ; the total of the cash book relating to 
that ledger. 

(c) Transfers and other items extracted and analyzed 
from the Journal. 

Credit Side— 

(а) Total of the opening balances. 

(б) Goods purchased ; the total of the invoice book 
or Purchases Journal. 

(c) Transfers and other items extracted and analyzed 
from the Journal. 
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The balance on this total account should then be the 
same as the total of the balances when extracted from 
the Creditors Ledger. 

If the Total Accounts are kept for all ledgers then the 
debit and credit balances of such accounts should agree. 
This is important to remember, as errors are sometimes 
made in preparing the Total Accounts, and much time 
wasted in trying to find such errors in the ledgers. 
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BOOK-KEEPING APPLIED TO MUNICIPAL ACCOUNTS 

1. General considerations. 6. The annual Abstract of 

2. The preparation of Rate and Accounts. 

other Estimates. 7. The organization of the 

3. The control over the Expendi- Account Keeping. 

ture of Committees. 8. The Allocation and Dissection 

4. The requirements of Govern- of Accounts. 

ment Departments. 

5. The preparation of Accounts 

for Audit. 

(1) General Considerations. 

The methods of account keeping by Local Authorities 
are varied. This is due to the fact that there are several 
classes of authorities — Rural Districts, Urban Districts, 
Non-County Boroughs, County Boroughs, and County 
Councils, etc., each having different powers and duties. 
Attempts have been made to standardize the form of 
accounts, but so long as inherent defects remain in the old 
methods this would always be unsatisfactory. A difficulty 
to be overcome is the local enthusiasm which may develop 
the activities of a particular corporation in the direction 
of optional powers. The steady increase of powers and 
duties demands a system which has elasticity. Apart 
from the foregoing there are many considerations to be 
taken into account which are general to all Local 
Authorities. The book-keeping should be arranged to 
provide certain necessary infortnation required for various 
purposes, 

(2) The Preparation of Rdite and Other 

Estimates. 

The Local Authority has been created by statute mainly 
for the purpose of rendering services to the community. 
The expenses are chargeable generally to two funds, 
11 
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the General District and the Borough Fund. The charge 
for such services is levied upon the inhabitants of the 
district by means of certain rates. Such rates are made 
half-yearly or annually upon the estimate of the expenditure 
for the period for which the rate is made. The estimate 
is a forecast of what is likely to be spent, and is based 
largely upon the actual expenditure of the preceding 
year. The estimates are prepared in detail and grouped 
generally according to the particular services controlled 
by each Committee of the Council. It will be seen, 
therefore, that the book-keeping must be adapted for 
the purpose of furnishing the details of actaal income and 
expenditure in the form required for the estimates. 

(3) The Control over the Expenditure of 

Committees. 

The standing orders of the Council usually set out the 
duties of each committee and the matters over which 
they have control. Their expenditure is supposed to be 
limited by the amounts provided for in the estimates. 
Expenditure not so provided for is generally sanctioned 
subject to the consent of the Finance Committee. The 
duty of the Financial Officer is to watch all expenditure 
and report periodically to the committees, as to whether 
they are over-spent or not. The books therefore should 
be so framed that not only can the expenditure under the 
various estimate headings in detail be ascertained at the 
end of the financial year, but at any interim period. 

(4) The Requirements of Government 

Departments. 

The Ministry of Health requires certain information at 
the end of each fmanciaT year embodied in the following 
returns — 

(a) The Financial Statement. This was originally, 
and is now in the case of small authorities, a summary of 
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receipts and payments of all authorities who are subject 
to audit by the District Auditor, viz,, Rural and Urban 
Districts, Metropolitan Boroughs, County Councils and 
certain Municipal Boroughs. It has been modified in the 
case of the Metropolitan Boroughs and larger Urban 
Districts to contain a summary of income and 
expenditure 

(b) The Financial Statement for all Local Education 
Authorities. Like (a) it is adapted in many cases to 
contain income and expenditure. 

(c) The Statement for Boroughs not subject to the 
District Audi tot, known as the “ Epitome of Accounts.'' 
This provides for the information to be based upon income 
and expenditure. 

(d) The Sinking Funds and Loan Statements of Boroughs 
who have Stock Issues, and Returns to Public Works Loan 
Commissioners. 

(e) The accounts and Balance Sheets of certain Trading 
Undertakings required by the Board of Trade. The 
published Abstract of Accounts of the authority is 
generally accepted now. 

In the preparation of these returns a difficulty arises by 
reason of the divisions of expenditure being different to the 
grouping of the details required for the Committees and 
for the estimates. This must be taken into account when 
instituting a system of allocation and analysis. 

In addition to the above returns the Ministry of Health 
requires specific information in all cases where grants are 
made based upon a proportion of the expenditure. 

The following are instances^ — 

(а) Maternity and Child Welfare. 

(б) Treatment of Tuberculosis. 

(c) Treatment of Venereal Disease. 

Food Control. 

(«) Household Fuel Orjier. 

(/) Mental Deficiency Act, 19li 
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Claims for grants are made on the prescribed forms 
and in the case of disputes the actual vouchers supporting 
the claim are sometimes required to be sent to the Ministry 
of Health. 

(5) The Preparation of Accounts for Audit. 

The accounts of Local Authorities are subject to audit 
by specified persons as follows— 

(a) Municipal Boroughs. Two Elective and one Mayor’s 
Auditor for all accounts except Education, Food Control 
and Housing (assisted schemes). In addition professional 
auditors are often employed under powei% given either in 
Local Acts or under section 19 of the Municipal 
Corporations Act, 1882. 

(b) All other Local Authorities. By the District 
Auditor of the Ministry of Health. 

The merits or demerits of the different kinds of auditors 
have been subject to criticism and no one can deny the 
inconveniences caused by having five different auditors 
in one municipal borough. However, that is the law 
as it stands and the auditors' requirements must be 
anticipated by the book-keeper. 

(а) The Elective and Mayor’s auditors are easily satisfied 
where they do not happen to be professional men. They 
confine themselves generally to checking a few details 
in the Cash Book and after checking it with the Pass 
Books it is usually signed as being " audited and found 
correct.” 

(б) The professional ^udit is conducted upon well 
defined commercial lines and is concerned more particularly 
with questions of accoiyitancy. 

(r) The District Au<htor approaches the accounts from 
a legal standpoint ; he is mainly concerned about the 
legality of all expenditure incurred. 

In all cases the books must be balanced, and all vouchers 
and other information filed in convenient order for perusal 
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(6) The Annual Abstract of Accounts. 

The abstract or summary of the accounts of all authori- 
ties whose accounts are subject to District Audit as a 
whole, must be published in the local newspaper (this 
regulation was suspended during the War). Under the 
Municipal Corporations Act, 1882, the abstract of accounts 
must be published and copies may be obtained by the 
ratepayers at a reasonable fee. There is no standard form 
in which they are prepared but generally the detailed 
Revenue Accounts and the Balance Sheets of each Fund 
are given, together with an Aggregate Balance Sheet 
showing the gen&al financial position of the Corporation. 

(7) The Organization of the Account-keeping. 

The financial officer of a Local Authority is generally 
responsible for all the accounts, but it does not always 
follow that the whole of the book-keeping is done by his 
staff. In very large boroughs the detailed book-keeping 
of the trading undertakings, for instance, may be under 
the control of a departmental accountant. The main 
results only are incorporated in the books of the Borough 
Treasurer or Accountant. Again, stores and cost accounts 
may be kept in the Engineer's Department. There is no 
need for such accounts to be duplicated, provided that a 
good system of staff audit control is in operation, in which 
case the results can be checked and incorporated in the 
main system. 

(8) The Allocation and Dissection of Accounts. 

The best system can be spoilt by a lack of method in 
allocation. All invoices should b^s allocated specifically 
to their proper accounts in the Le^er by the chief book- 
keeper immediately they have been passed by the com- 
mittee concerned. He must know which fund they are 
by law chargeable to an<J the particular estimate under 
which they are sanctioned. 
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If the Day Books or Ledgers are in columnar form with 
dissecting columns he must in addition make an analysis 
on the invoice for the guidance of the book-keeper in 
charge of the Expenditure Ledger. The mass of detail 
required will decide to a great extent the form of the Day 
Books and Ledgers and is a very large factor when devising 
a set of books. 



CHAPTER III 

THE FINANCIAL BOOKS OF A LOCAL AUTHORITY 

1. Prescribed Books. 5. Record of Expenditure. 

2. Record of Cash Receipts. 6. Postings. 

3. Record of Cash Payments. 7. Trading Accounts. 

4. Record of Income. 

(1) Prescribed Books. 

The Ministry of Health has power under various Acts 
to issue regulations prescribing the method of book-keeping 
and accounting for various Local Authorities. This 
power has only been exercised in a very limited degree 
and the regulations issued only affect the older class of 
the authorities subject to its audit. 

(1) The Orders dated 14ih January, 1867, and 20th 
March, 1879, prescribe the books to be kept by Overseers, 
Guardians and parochial officers dealing with the Poor 
Rate, Lighting and Watching Rate (Act, 1833) and separate 
rates under the Burial Acts. 

(2) The orders dated 22nd March, 1880, relate to 
the accounts of Local Boards. (Now Urban District 
Councils.) 

(3) The Board of Trade has prescribed the statement 
of accounts for Electricity Undertakings. 

The books mentioned are as follows — 

(a) For Urban District Councils— 

A Minute Book which must contain a statement of all 
moneys paid or received, all orders drawn upon the 
Treasurer, and any other pecuniary transactions. 

A Ledger in which, the items contained in the Minute 
Book are to be posted under detailed headings. In 
addition this ledger must* contairt* a personal account 
with the Treasurer, personal accounts of mortgagees, 
17 
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accounts for expenditure out of loans, etc., and 
the half-yearly or annual Balance Sheet or Balance 
Account. 

A Highways Expenditure Account, containing 
expenditure divided into Manual labour, Team labour, 
Materials and Miscellaneous. 

An Order Check Book. This book is in triplicate 
containing the order for materials, the counterfoils and the 
form of invoice to be rendered. 

Treasurer’s Account. This is practically the 
Treasurer’s Cash Book which he must balance and sign 
periodically. 

The Surveyor is to keep — 

A Wages Account in detail. 

A Stores Account containing accounts for each article 
received and issued, with an allocation of expenditure. 

A Cash Account. 

A General Receipt Check Book for all moneys 
received by him. 

All officers receiving or paying moneys must keep a 
Cash Account. 

The collector of the General District Rate must ke^ 
the following books— 

The Rate Book. 

The Rate Collection Account. 

The Collecting and Deposit Book. 

The Receipt Check Book. 

(b) For Overseers and Collectors of Poor Rates — 

Rate Book. 

Book of Receipts and Payments. 

Balance Sheet of Receipts and Payments. 

General Receipt Book. 

Rate Receipt Check Book. 

Instalment Rate Receipt Check Book. 

Monthly Statements.. 

Unpaid Rates Statement. 



THE FINANCIAL BOOKS OF A LOCAL AUTHORITY 19 


[c) For Collectors of Special Rates — 

Rate Book, 

Rate Receipt and Payment Book. 

Rate Receipt Book. 

Collecting and Deposit Book. 

Monthly Statements. 

Unpaid Rate Statements. 

Where, however, the special rate is made on the same 
day as the Poor Rate within the same area, the Poor 
Rate Collectors* books may be provided with additional 
columns for the Special Rate. 

It will be seen tHat the Ministry of Health have not been 
eager to teach the local authorities book-keeping and the 
above mentioned regulations were only necessary owing 
to the slipshod methods of part time officers of the small 
Urban Districts. 

Since the passing of the Municipal Corporations Act, 
1882 , the larger Local Authorities have appointed financial 
officers in charge of their accounts, and the development 
of municipal book-keeping has necessarily been left to 
those officers. 

• The books of record used depend upon the size of the 
Local Authority, but we will assume that the transactions 
are numerous enough to warrant the employment of a 
cashier. 

(2) Record of Gash Receipts. 

The cashier's Cash Book is entered up in detail and 
analyzed into suitable columns, the totals of which may 
be entered in the main Cash Book daily or weekly. This 
procedure applies to all cash handed*over to the cashier. 
Where certain departments pay their receipts direct to 
the bank a carbon copy of the paying-in slip is sent to 
the Finance Office and these are entered into the main 
Cash Book. The same procedure is adopted with the rates 
collected by independent collectors, but where the' 
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collection is centralized, a daily return of payments to 
bank is furnished by the Chief Rate Clerk which is entered 
into the Cash Book. 

(3) Record of Gash Pa 3 rments. 

All payments are made by cheque and are usually 
authorized by an order on the treasurer containing a 
complete list. The cheques when drawn are checked 
with the authorized list and a copy of the latter is entered 
into the Cash Book. 

Thus far the records from which the Cash Book is written 
up aj*e fairly simple, there are, however, moneys received 
direct by the bank which are usually found in the Pass 
Book if not by direct advice by the bank. Sundry pay- 
ments, e.g., bank interest, are found in the Pass Book. 
Apart from these exceptional entries, although it is usual 
to agree the Cash Book with the Bank Pass Book, there are 
very serious objections to the practice of writing up the Cash 
Book from the Pass Book as is often done in small authorities. 

(4) Record of Income. 

All items of income should be entered in an Income 
Journal or Day Book. It is important to remember that 
whereas receipts are mainly entered up from the bank 
slips, income should be entered up from records of income 
earned irrespective of and independent of the cash receipt. 
Some establishment receipts, e.g., Public Conveniences, 
do in fact agree with the total income journalized, but 
the debtor in this case is the collector and the income is 
entered in the Income Journal from his collection book. 
There should be detailed records the totals of which can 
be entered into tha main Income Journal, the following 
examples will illustrate the method — 

l^blic Convenience Collection Account. 

Town Hall Lettings Register. 

Sewer Connectipns Day .Book. 

Private Works Day Book. 
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In the last three the record is entered when the account 
is rendered and the totals taken weekly or nionthly to the 
income Journal. 

(5) Record of Expenditure. 

It is usual when the accounts have been passed by the 
respective committees concerned to mark each with the 
particular heading it is chargeable to and then to enter 
them into an Expenditure Journal in detail. 

This book is conveniently ruled to allow for extensions 
into analysis columns. It will be understood that this is 
not a copy of the Cash Book monthly payments if it is 
pointed out that after the close of the year many accounts 
have not been paid although they arc true expenditure 
in that particular year. 

(6) Postings. 

All Cash Book entries should be posted in detail to 
Personal Accounts, which include tradesmen's accounts, 
collector’s accounts, and debtors for work rendered, since 
cash can only be paid to or received from some person. 

• The Income Journal entries (including the subsidiary 
Journals when totals only are carried into the Income 
Journal) are posted to the debit of their respective personal 
accounts, and credited in total to the respective heads of 
Income in the Revenue Ledger. The Expenditure Journal 
items are credited to their respective personal accounts 
and debited in total to the respective heads of Expenditure 
in the Revenue Ledger. 

The above outline will give the student an idea of the 
book-keeping operations and it will be»noticed that though 
many other methods are practised this may claim the 
merit of being true to the theory of double entry and not 
inconsistent with modern commercial methods. There 
is no reason why municipal book-keeping should be singled^ 
out for being illogical, fantastical and unscientific. 
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7) Trading Accounts. 

It is found advisable to keep the accounts of the trading 
undertakings separate from the Rating Funds ; they may/ 
however, by a sub-division of the books be kept within 
one cash book and ledger. There is nothing different 
in the method, however, except that in the place of the 
Income Journal we have specially ruled books as the 
Electricity, Gas or Water rental. This book is a personal 
account in detail and an Income Journal in summary. 

As each class of accounts relating to the Rating and 
non-Rating Funds, the Trading Funds, Capital Ex- 
penditure and Loan Funds will be dealt with in detail, 
exceptional entries will be then explained in their proper 
relation. 



CHAPTER IV 


THE RATING FUNDS 

1. The Borough Fund. 4. The County Fund. 

2. Exchequer Contribution 5. The General Rate Fund. 

Account. 6. The expenses of the Smaller 

3. The General District Fund. Authorities. 

(1) The Borough Fund. 

The civic expenses of Municipal Corporations are regulated 
by the Municipal Corporations Act, 1882, which provides 
for the creation of a ** Borough Fund " to which all the 
rents and profits^ of corporate land and other income 
payable to a municipal corporation shall be carried. The 
same Fund shall be chargeable with certain payments 
specified in the 5th schedule to the Act and any other 
expenditure duly chargeable thereon by Act of Parliament 
or otherwise by law. 

By the provisions of the Local Government Act, 1888, 
the expenses of a municipal corporation acting as a County 
Borough are chargeable to the Borough Fund. Various 
other expenses are also payable out of the Borough Fund, 
.the following being a list of the main heads of expenditure 
chargeable thereon for municipal and county purposes. 
It is important to note, however, that in many boroughs 
the provisions of local Acts may vary the particular 
fund to which certain expenses are chargeable. 

(a) Salaries of Borough OflScera (M.C. Act, 1882, Sch. 5). 

(b) Office Establishment Charges (M.C. Act, 1882, Sch. 5). 

(c) Municipal Buildings (M.C. Act, 1882, Sch. 5.) 

(d) Legal and Parliamentary Expenses (M.C. Act, 1882, Sch. 5). 
(«) Loan Charges (M.C. Act, 1882, Sch. 5). 

(/) PoUce (M.C. Act. 1882, Sch. 5). 

(g) Administration of Justice (M.C. Act, 1882, Sch. 5). 

Assizes. 

Quarter Sessions. 

Petty Sessions. 

Coroner’s Fees and Expenses (M.C. Act, 1882). 

Salary and Expenses of Probation Officer (Probation Officers 
Act, 1907). 

Counsel's Fees (Criminal Appeal Act, 1907). 

23 
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Maintenance of Inebriates (Inebriates Act). 

Maintenance of Children in Reformatory and Industrial Schools. 

Maintenance of Children under Children's Act, 1908. 

(h) Registration of Electors (Representation of the Pec^le Act, 
1918). 

(t) Main Roads and Bridges (Local Government Act, 1888). 

Ifj Lunatics and Lunatic Asylums (Lunacy Act, 1890). 

Loan charges in respect of Buildings, Additions and Altera- 
tions and Repairs. Buildings and Repairs Fund. 

(A) Public Libraries (Libraries Act, 1919). 

U) Burial Board Deficiency (Burial Acts). 

Im) Education Precept (Education Act). 

(«) Election Expenses (M.C. Act, 1882). 

(o) Small Holdings Deficiency (Small Holdings and Allotments Act) 

{p) Tramways Deficiency (Tramways Act, 1870). 

( 9 ) Exchequer Contribution Account Deficiency (Local Govern- 
ment Act, 1888). 

(r) Estates. 

(s) The administration of various Acts as under — 

Shop Regulations Acts, 1912. 

Weights and Measures Acts. 

Contagious Diseases (Animals) Acts. 

Sale of Food and Drugs Acts. 

Mid wives Act, 1902. 

Poisons and Pharmacy Act, 1908. 

Explosives and Petroleum Acts. 

Dogs Act, 1908. 

Motor Car Acts. 

Locomotive Acts. 

Mental Deficiency Act, 1913. 

The various items of income relating to the above 
mentioned purposes, viz., rents and profits of corporate . 
property, fines and penalties under the Act, Justices fines 
and penalties, Town Hall lettings, licences, etc., are carried 
to the credit of the fund, together with the proceeds of the 
Borough Rate. 

There are a few special features which require the 
attention of the book-keeper. 

(a) Registration Expenses. The expenses which are 
part recoverable from the Ministry of Health may be 
defrayed by the Town Clerk out of advances made to him 
from the Fund. If done in this way the entry would be 
to credit Cash and debit the Town Clerk for advances. 
When the final accounts are made on each register from 
the information supplied by him, debit Registration and 
credit Town Clerk, A 'further entry is necessary to debit 
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Ministry of Health and credit Registration for proportion 
repayable. In some boroughs the Finance Officer pays 
the accounts in the usual way, when of course the account 
with the Town Clerk does not appear. 

(6) Sundry Accounts. Where a proportion of the 
expenses are repayable by grant from a Government 
Department, e.g., Mental Deficiency, Places of Detention, 
etc., considerable confusion exists where payments on 
account are posted direct to Income from the Cash Book ; 
there should be no difficulty where a personal account is 
kept with the respective Government Departments. 

(c) Lunatic Asylums. The charge falling upon the 
Borough Fund is the Loan charges and interest in respect 
of buildings and the annual deficiency of the Repairs 
Fund which is credited with profits on private patients. 
Consequently the capital expenditure on Asylums appears 
in the Borough Fund Balance Sheet instead of that of the 
Visiting Committee. 

(2) Exchequer Contribution Account. 

This is a special account which is credited with amounts 
jeceived from government departments in respect of local 
taxation licences and estate duties, and customs and 
excise duties. The customs and excise duties are trans- 
ferred to the Higher Education Fund in total. The local 
taxation licences and estate duty grants are to be applied 
by the provisions of the Local Government Act of 1888 in 
the following order — 

(1) Administration Expenses (S^c. 6 Finance Act, 1908). 

(2) Public Vaccinations (L. G. Act, Sec. 24 (2) a). 

(3) Boards of Guardians (L. G. A^:t, Sec. 24 & 26). 

Remuneraton of Teachers in Poor Law Schools. 

School fees for Pauper Children. 

Remuneration of Registrars of Births and Deaths. 

Maintenance of Pauper Lunatics. 

Costs of Officers of Unions and* of District Schools. * . 
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(4) Transfer to Borough Fund and other accounts of 
the corporation for the purpose of salaries of Medical 
Ofikers and Sanitary Inspectors. Maintenance of pauper 
lunatics chargeable to the borough, police pay and clothing. 

(5) Other payments under Sec. 23, 18^ Act. 

The borough is obliged by Sec. 26 of the 1888 Act to 
make all payments included in (1), (2), and (3) above, 
and if the grants are not sufficient, then the deficiency 
must be transferred from the Borough Fund ; on the 
other hand, if the grants are more than sufficient to make 
all the specified payments, the surplus is to be transferred to 
the Borough Fund or other rate levied over the whole area. 

It is the practice in some authorities where the sums 
are insufficient to pay the grants in full, to abate them 
proportionately inter se. 

(3) The General District Fund. 

The General District Fund was created by the Public 
Health Act, 1875, and is chargeable with the expenses of 
authorities acting as sanitary authorities. 

The main heads of expenditure are — 

Highways Repairs and Upkeep. 

Sewers and Sewage Disposal. 

Street Improvements. 

Scavenging and Dust Collection. 

Parks and Pleasure Grounds. 

Fire Brigade. 

Infectious Diseases Hospitals. 

Public Conveniences. 

Street Lighting. 

Treatment of Tuljerculosis. 

Maternity and Child Welfare. 

Treatment of Venereal Diseases. 

Public Baths and Wash-houses. 

Public Officers, Salaries and Establishment Expenses. 
. In the case of urban districts the deficiency on all the 
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trading undertakings would be chargeable thereto, together 
with the expenses of any of the adoptive Acts. 

The Fund is created with the proceeds of the General 
District Rate which is levied and collected by the Council. 
It should be noted that many expenses in the administra- 
tion of special Acts which are chargeable in the case of 
urban districts to the District Fund are in the case of 
boroughs chargeable to the Borough Fund. 

The general course of book-keeping outlined is applicable 
to this Fund, but there are one or two special features 
which are of interest to the book-keeper. 

(a) Record oP Rate Collection. The rate is a charge 
levied upon the ratepayers of the district for services to be 
rendered and is payable in advance. There are many 
ways of treating this account in the main ledgers, but 
from a book-keeping standpoint, the entries should record 
the transactions in their proper sequence. The entries 
may be as follows — 

Dr. Cr. 

Ratepayers G.D. Fund Rate A/c Rate made 

Collectors Ratepayers Amount collected 

periodically 

Cash Collectors Cash banked 

G.D. Fund Rate A/c Ratepayers Allowances, Empties, 

etc. 

The result of the above entries at the end of the financial 
year will be that the General District Revenue Account 
is credited with the net rate collectible, the Ratepayers 
Account will show a debit balance representing the arrears 
carried forward and the collectors would be shown as 
debtors for any amounts collected but not paid to bank. 

(b) Wages. The total weekly amount is debited to a 
Wages Account and periodically transferred to the proper 
heads of expenditure. To provide the information for 
this transfer it is necessary to keep a wages analysis book 
with suitable colunms. 

(c) Stores Accounts. . Materials purchased by small 
Authorities are generally ordered specifically for certain 
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purposes and are charged thereto direct, but in large 
Authorities the practice is to take them into store and issue 
when required. All accounts for materials taken into 
store are allocated to “ Stock Account *’ and are debited 
to a Stores Account. Periodically the transfer is made 
from this account for stores issued to the respective heads of 
expenditure. This method necessitates a proper system of 
stores accounts kept by some department of the Corporation. 
A suitable system will be described in a later chapter. 

(4) The County Fund. 

The expenses of County Councils, whfch were created 
by the Local Government Act, 1888, are payable out of 
the " County Fund " (Sec. 68), to which also all receipts 
must be carried. The expenses are classified into 
** General Expenses," i,e., for purposes which are declared 
to be general, or purposes for which the County Council 
may assess the whole area of the county for contributions ; 
and " Special Expenses," i.e„ for any purposes from 
contributions to which any portion of the county is for the 
time being exempt. 

This expenditure is met by contributions assessed on 
all the parishes in the county for general expenses and on 
parishes liable to be assessed for special purposes. The 
demand is made by the county on the Guardians, who in 
their turn include it in the precept on the overseers to be 
collected as part of the Poor Rate. 

The main heads of " General " expenditure for a county 
include expenses in relation to — 

County Buildings. 

Reformatory and Lidustrial Schools. 

Salaries of Officers, etc. 

Main Roads and County Bridges. 

Lunatic Asylums. 

County Police. 

‘Opposition to Bills. 
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Administration of Acts n Weights and Measures, 
Rivers Pollution, Diseases of Animals, etc. 
Treatment of Tuberculosis. 

Maternity and Child Welfare, etc. 

“ Special ** expenditure includes — 

Education — ^Elementary and Higher. 

Any purpose for which a portion of the county is 
exempt or which is chargeable to a limited portion of 
the county. 

London County Council. Under the provisions of the 
1888 Act the London County Council are invested with 
additional powers in relation to — 

Street Improvements. 

Parks. 

Fire Brigade. 

Sewerage. 

Main Drainage. 

Housing Acts, etc. 

(5) The General Rate Fund. 

The Metropolitan Boroughs were created under the 
London Government Act, 1899. They are subject to 
control by the London County Council with regard to 
loan sanctions, etc., and possess less powers than Urban 
District Councils. The special features of Metropolitan 
Boroughs include — 

(1) A Consolidated Rate called the General Rate." 

(2) The powers and duties of Overseers which are merged 
in the Council. 

(3) They appoint the Assessment Conunittee. 

The General Rate which has all tjie incidence of a Poor 
Rate is applied to the following pu^oses — 

Payments to other Authorities— 

London County Council. County Rate Precept. 

Guardians of the Poor. Contribution Order. 

Metropolitan Police. Police Precept. 
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Metropolitan Water Board. Precept for Deficiency. 
Expenses of Highways. 

„ Public Gardens and Enclosures. 

„ Sewers. 

„ Public Lighting. 

„ Collection of House Refuse. 

„ Disinfecting. 

„ Public Offices, Salaries and Establishment 

Expenses. 

Registration of Electors. 

„ Libraries. 

„ Baths and Wash-houses. 

„ Conveniences. 

It will be seen that in consequence of the very limited 

powers of a Metropolitan Borough, the single rate, and 
the single fund, book-keeping complications are very rare. 
These facts together with the influence of one government 
auditor for the whole of the twenty-eight boroughs has had 
the tendency of producing a system of book-keeping, 
which in comparison with provincial authorities, may be 
described as ideal. The principles of double entry are 
applied with success. 

(6) The Expenses o! the Smaller Authorities. 

(a) Rural District Councils. The expenses are either — 
General-Establishment Expenses. 

Disinfection. 

Conveyance of Infected Persons. 

Highways apd New Bridges. 

Rights of Way and Commons. 

Licences and all expenses not special. 
Special-Hewers. 

Water supply. 

Allotments. 

Housing and all other expenditure stated to be 
special. 



THE RATING FUNDS 


31 


(b) Parish Councils. The main items of expenditure 
are in respect of — 

Holding Meetings. Allotments and Parks. 

Elections. Pond Nuisances. 

Closed Church 5 rards. Rights of Way. 

Appeals. Tramwa)^. 

Fire Engine. Postal Facilities. 

Public Buildings. 

(c) Parish Meetings of parishes where there is no 
Parish Council expenses may be incurred in respect of — 

Meetings. Polls. Tramways and Postal Facilities. 

The whole of the above expenses under (a), (6) and (c) 
are paid out of the Poor Rate which is levied by the 
overseers in respect of these and other expenses. 

Sundry other expenses of adoptive Acts may also be 
charged to the Poor Rate. 

The whole of the expenses of all Authorities up to 1898 
is tabulated in the Appendix to Minutes of Evidence 
(Vol. I), Royal Commission on Local Taxation/* Part I. 
The student is recommended to carefully read the first 
eighty pages. 



CHAPTER V 

THE TRADING UNDERTAKINGS 

1. Electricity. 5. General Features. 

2. Waterworks. 6. Acquisition of an Undertak- 

3. Tramways. ing by a Corporation. 

4. Gas works. 

It is difficult to define what a Trading Undertaking of a 
corporation is, but if we assume that it is one, the profits 
of which are assessed for income tax, then there would be 
included waterworks, electricity works, tramways gas- 
works, markets, slaughterhouses, ferries, docks, bridges and 
cemeteries, etc. For the purpose of this chapter we will 
deal with those which are commonly known as the Trading 
Undertakings, viz., electricity, tramways, waterworks 
and gas works. 

(l) Electricity Undertaking. 

The Statement of Accounts and Balance Sheet must be 
rendered to the Commissioners of Supply annually in the 
prescribed form. Tliis form, therefore, will govern the 
allocation of expenditure and the separation of the items 
of income. The revenue expenditure is classified as under — 

{a) Generation of electricity, including fuel, oilmongery, 
repairs to buildings and machinery, and salaries and 
wages at generating station. 

(b) Distribution of electricity, salaries of inspectors and 
outdoor superintendents, wages at transformers station, 
repairs and maintenamce, mains, meters, tnotors, etc. 

(c) Public lamps, attendance and maintenance. 

(d) Works executed for customers and goods for sale» 

(tf) Rents, rates and taxes. 

(f) Management and general expenses. 

(g) Other charges. 


32 



THE TRADING UNDERTAKINGS 


83 


The income is separated under — 

(a) Sale of electricity, private lighting, power and 
•heating, bulk supplies, traction supplies, public lighting 
supplies. 

{b) Public lamps. Tending and maintenance. 

(c) Works executed for customers and goods sold. 

(d) Rentals of meters, motors, etc. 

(e) Sundry revenue. 

The net Revenue Account would be charged with 
interest on loans, income tax on profits, loan repayment 
charges, parliamentary expenses, transfer to reserve fund. 

The general pfinciples of book-keeping previously 
outlined will apply to this undertaking and apart from the 
special entries relating to capital expenditure and loan 
charges, which will be dealt with in a separate chapter, 
the only special feature remaining is the Collection Account, 
for electricity charges to consumers. For this purpose a 
special columnar book generally called the Electricity 
Rental is utilized. This constitutes, like a Rate Book, 
the Debtors Ledger. This book is prepared from the 
meter readings which, when priced out, are also used 
for the preparation of the accounts to be rendered. When 
complete and totalled it forms the basis of a Journal 
entry for bringing the income into the Main Ledger, the 
entries being as under — 

Dr. Cr. 

Consumers (Total A/c) Sales A/c for Electricity Supplied 
Collectors Consumers (Total A/c) for Amount 

Collected Periodically 

Cash Collectors for Cash Received 

Sales A/c Collectors for Allowances, Empties, etc. 

The details of the cash received will/ of course, be posted 
in detail to consumers’ credits in th^ Electricity Rental 
which is made up quarterly. There are also the accounts 
which are collected monthly or even weekly. A separate 
rental is kept for these, and ^me customers are asked to 
deposit a certain amount before they can have a supply. 
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It is absolutely necessary that a proper record of such 
deposits is kept, and for this purpose a card index will 
meet the requirements. It should be thoroughly under-, 
stood, that where in some cases customers are given credit 
for the amount of deposit at any time, the gross amount 
of the account should appear in the Rental and not the 
net amount. 

(2) Water Accounts. 

There is no prescribed form for these accounts, but the 
revenue expenses may be conveniently grouped in the 
following manner — 

(a) Collection and storage of water, including pumping, 
filtration, maintenance and supervision of aqueducts, etc. 

(ft) Distribution, including salaries of inspectors, repairs 
and maintenance of mains and meters. 

(c) Works executed for customers and goods sold. 

(d) Rents, rates and taxes. 

{e) Management and general expenses, 

(/) Other charges. 

The income is divided into water rents and charges, 
water rate and sundry income. The charges to Net 
Revenue Account will be similar to those of an Electricity 
Undertaking. The income is generally derived by charging 
a percentage on the rateable value of the premises and is 
frequently collected with the Poor and General District 
Rates, one Demand Note being used. 

This income is incorporated in the Ledger by periodical 
Journal entries similar to the entries for the rate collection 
described in Chapter, IV. In addition to the charge based 
on rateable value, water may be charged for in bulk 
according to the meter records. This necessitates the 
keeping of a Meter Charges Book which is compiled and 
the totals joumali^d in ,a similar manner to the 
. Electricity Rental, 
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(3) Tramways Accounts. 

There is no form of prescribed accounts but the standard 
form agreed upon by the Tramways Association and the 
Institute of Municipal Treasurers is generally adhered 
to. The revenue expenditure is allocated under the main 
heads of — 

(а) Traffic expenses. 

(б) General establishment expenses. 

(c) General repairs and maintenance. 

(d) Power expenses. 

The income is limited, of course, to traffic receipts and 
sundry items, suth as advertising on cars, etc. The 
peculiar feature of Tramways Accounts is that the income 
from traffic receipts is on the cash basis. It is a ready 
money business. In very large undertakings it is usual 
for the whole of the traffic receipts to be collected, paid 
into bank and accounted for by the traffic superintendent. 
He will furnish the Finance Department with a weekly return 
of traffic receipts and this forms the basis of a Journal entry 
to bring the income into the Ledger. The entries being — 

Dr. Cv, 

Trafl&c Superintendent Traffic Receipts A/c for Moneys Re- 
ceived from Conductors 

Cash Traffic Superintendent for Cash Banked 

The only possible balance there can be in respect of 
Traffic receipts is a debit balance at the end of the financial 
year on the Traffic Superintendent's Account, for money 
received by his department which has not been banked. 

The net Revenue Account bears the same class of charges 
as the electricity undertaking. 

(4) Gas Works Accounts. 

The revenue expenditure of a gas undertaking is 
classified under the following main heads— 

(tf) Manufacture of gas, including carbonization, puri- 
fication, salaries of officers^ repairs, and maintenance of 
buildings and plant, oilmongery, etc. 
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(6) Distribution of gas, salaries and wages, repairs and 
maintenance of mains, meters and services. 

(c) Public lamps, lighting and repairing. 

(i) Rents, rates and taxes. 

(e) Management and general expenses. 

(/) Gas stoves and fittings. 

(g) Other expenses. 

The income is separated under headings of — 

(a) Sale of gas, private consumers, public lamps, meter 
rents. 

(&) Residual products, coke, tar and other products. 

(c) Fittings and stoves. 

The net Revenue Account is charged with capital 
charges, etc., previously enumerated. 

The accounts relating to the income from the sale of 
gas are almost identical with those of electricity, but 
when a gas undertaking develops its residuary products, 
this necessitates a branch of accounts corresponding with 
the sales department of an ordinary conunercial undertaking. 

(5) General Features Applying to Trading 
Undertakings. 

It is safe to say that the accounts of a trading under- 
taking of a municipality are the nearest approach to that 
class of accounts which are termed commercial. Compared 
with the Rating Funds there are one or two distinctive 
features which usefully may be kept in mind. 

(1) The accounts must comprise income and expenditure. 
There is no question here of merely including cash receipts 
and cash payments for a financial period. 

(2) They are subject to assessment on profits for income 
tax. This assessment can only be arrived at when the 
accounts are complete in every respect. 

(3) The results of the undertaking are subjected to 
analysis and criticism in respect of income tax, the 
charges to customers,* and possible charges on the rates 
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for the deficiency of any year. It is important, therefore, 
although the accounts themselves do not present many 
difficulties from the standpoint of book-keeping, that they 
should be accurate and complete. 

(4) Capital expenditure must be clearly ^set out. The 
percentage of depreciation on various classes of capital 
expenditure allowed makes this quite essential. 

The whole question of capital expenditure will be 
dealt with in a separate chapter, but the following is a 
suggested list of the various heads of expenditure which 
will be helpful in any case. 

(a) Applying to the Four Undertakings— 

Acquisition of undertaking where acquired from a 

company. 

Land, 

Buildings. 

Machinery. 

Plant and tools. 

Parliamentary expenses. 

Office furniture. 

( b ) Applying to Water Works, Electricity and 
Gas— 

Mains. 

Meters. 

Services. 

(c) Applying to Water Wor 

Aqueducts. 

Compensation works. 

Filter beds. 

WeUs. 

Pumping stations. 

( d ) Applying to Gas Works 

Lamp posts and lamps. 

( e ) Applying to Electricity 

Accumulators. 

Instruments. 
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if) Applying to Tramways only— 

Electrical equipment of line. 

Permanent way. 

Cars. 

Other rolling stock. 

Miscellaneous equipment. 

(6) The Acquisition of an Undertaking by a 
Corporation. 

It is questionable if it is the correct method to debit the 
whole cost of the acquisition to a Ledger Account under 
that heading. Many difficulties arise ' afterwards owing 
to the lack of information in this respect. If, for instance, 
a corporation paid £100,000 for a gas undertaking, lock, 
stock and barrel, there should, at the time of purchase, 
be an allocation under the respective capital heads of 
expenditure above mentioned, showing how the £100,000 
is arrived at in the cost. It frequently happens, where a 
business is bought up, that the purchaser takes over 
certain trade liabilities ; if so, this should be clearly set out 
in the books of the corporation. On the acquisition of 
the undertaking the Journal entries in the corporation's 
books would be — 

(a) Debit accounts for the various assets acquired and 
the goodwill, if any, and credit the vendor company 
and any liabilities that may be taken over. The goodwill, 
which of course in a trading undertaking with statutory 
powers is considerable, will be the difference between the 
actual assets acquired less the liabilities and the pturchase 
consideration payable to the vendor company. 

(h) Debit the vendor company and credit Capital 
Account Cash, etc.,, representing the discharge of the 
purchase consideration. 
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of Loans. 


(1) DcifUiition^of Capital. 

The word " capital is commonly used by economists, 
merchants and accountants, and has a variety of meanings. 
Much confusion arises out of its indiscriminate use, and 
for the benefit of the reader the following descriptions 
of its meaning are given — 

(а) In Economics. Capital is that part of a person's 
possessions which he constitutes as his fund for the purpose 
of reproduction. It is divided into fixed and circulating, 
and also positive and negative. 

Fixed capital is wealth expended upon land, buildings, 
etc., retained to produce additional wealth. 

Circulating capital is wealth used in the production of 
commodities, the character of which is changed by a single 
use, as raw material or cash for the payment of wages. 

Positive capital relates to material objects, as land, 
buildings, stock in trade, etc. 

Negative capital is composed of credit, such as the right 
to demand payment of a debt. 

(б) In Accountancy. The capital of a company relates 
to its share capital, which is sub-^vided into authorized 
capital, issued capital, unissued capital, paid up capital 
and uncalled capital. 

The capital of a partnership is the amount which stands 
to the credit of the Partn^s' Capital Accounts, 

39 
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The capital of a sole trader is the amount standing to the 
credit of his personal account, which should equal the 
excess of the assets over the liabilities. 

The capital of an estate in executorship accounts is the 
total value of a man's possessions at the date of his death 
after proper apportionment has been made at that date. 

(c) In Commercial Parlance. There are various 
expressions used which have now come to have a definite 
meaning attached to them. The capital employed in a 
business is taken to be all the wealth put into it to start and 
keep it going. 

IVorking capital is generally meant t^ be that amount 
of floating assets, viz., cash and stock necessary to run 
the business. 

Capital is often used in the sense that it is the fund from 
which interest is derived. 

(2) Capital Expenditure. 

In the commercial sense this means the expenditure 
necessary to place a company or firm in a position to 
earn revenue. In the case of a company this capital 
expenditure is not only met out of money provided by 
shareholders but that raised by mortgage debentures or 
other forms of loan sometimes referred to as loan capital. 

(3) Municipal Capital Expenditure. 

The term capital expenditure " as applied to Municipal 
Authorities has its root idea in the economic and com- 
mercial theories but is necessarily restricted by legislation. 
It may be taken to mean all expenditure for which a 
sanction to borrow may be obtained, the loan being repay- 
able over a period of years. Where money has actually 
been borrowed it is described as expenditure out of loans. 
As the principles which have governed the decisions of the 
Government to sanction the borrowing of money are not 
inconsistent with commercial ideas it is somewhat futile 
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to describe the expenditure out of such loans as ** deferred 
revenue expenditure/* 

(4) The Double Account System. 

Local Authorities must clearly distinguish in their 
accounts between expenditure out of loans and other 
expenditure and this is generally effected by adopting 
what is known as the Double Account system or a modifica- 
tion of it. The object of this system is to show what 
capital has been raised and what capital has been expended. 
To do this the Balance Sheet is in effect divided into two 
parts, the first being called the Capital Account and showing 
upon the credit side the capital receipts to date, and upon 
the debit side the expenditure to date, the balance or the 
totals of each side being carried to the Balance Sheet 
proper, which contains in addition the Revenue Balance 
Sheet items. 

(5) The Treatment of Capital Expenditure in 

the Books of a Local Authority. 

In order to produce the information required it is 
desirable to keep in connection with each undertaking or 
rate fund a separate Capital Cash Account, which is debited 
with all moneys borrowed and credited with all payments 
on account of purposes for which sanctions have been 
obtained. It is necessary to keep a Capital Ledger, the 
accounts of which are separated according to the specific 
sanctions. The totals of these accounts are summarized 
and carried to the capital portion qf the Balance Sheet. 

Thus far no particular difficulty presents itself from the 
book-keeper's standpoint, but the transactions which arise 
by the extinction of debt are so varied that it may be 
useful to have the entries set out in detail. It must be 
remembered that the sanction of the Government depart- 
ment always stipulates that .the money borrowed must be 
repaid within a certain period. The method of repayment. 
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depends upon either the arrangement made with the 
lender or the particular manner in which the money is 
borrowed, for instance by a stock issue. 

(6) The Repayment of Loans. 

(a) Repayment of moneys borrowed on mortgage by 
equal annual instalments. 

Dr. Cf. 

Mortgagee Revenue Cash (annual instalment and 

interest repaid) 

Loan Charges Revenue A/c Mortgagee for Interest 

Do. do. Redemption of Debt A/c (instalment of 

loan repaid) * 

{{)) Repayment of money borrowed on mortgage by 
equal annual sums of principal and interest combined 
(annuity). 

The entries are similar to those in (a), but it is necessary 
to split the annual sum into its proper proportion of 
principal and interest. A schedule giving this information 
is invariably attached to the mortgage deed itself. It 
should be noted lhat money borrowed must be repaid 
within the period given in the sanction and it is usual 
where money is borrowed on mortgage security repayable 
by instalments that the period for repayment is arranged 
as near as can be to coincide with the term of the sanction. 

(c) Repayment by Sinking Fund method. 

This method is adopted where the loans raised by the 
issue of stock are repayable at a fixed future date. The 
sinking fund is create^ for each sanction to which the 
money is applied. The Rate Fund or trading undertaking 
is charged with aniyial contributions which if invested 
will accumulate at the end of the sanction period a 
sufficient sum to repay the debt. It will be seen that 
if separate sinking funds (which may run into hundreds) 
are set up in the main books many difficulties would 
.a^ise* but this is met by the operation of a Consolidated 
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Loans Fund which is practically a ** pool ” of all the 
sinking funds relating to the redemption of debt created 
by an issue of stock. 

The operations of the Consolidated Loans Fund are 
described in the next chapter, so that it is only necessary 
hereto enumerate the entries in the books of the Rating Fund 
or trading undertaking to which stock has been allocated. 
The entries may be as follows— 

Dr, Cr. 

Capital Cash Sundry Stockholders : for Stock allo- 

cated 

Loans Charges Revenue A/c Consolidated Loans Fund ; for Interest 
• on Stock 

Do. (fo. Consolidated Loans Fund : for Sinking 

Fund contributions 

Consolidated Loans Fund Revenue Cash : for Interest and Sink- 
ing Fund contributions 

Investments and Cash Sinking Funds : for annual Sinking 
(C.L.F.) Fund contributions 

Do. do. Sinking funds : for annual accumula- 

tions 

(7) Mortgage Loans Fund. 

Where capital money is raised by Short Term Mortgages 
it is desirable to create a pooling fund in order to keep the 
operations clear. 

The operations on the Fund are comprised in the 
following Journal entries — 

Dr Cr 

Loans Fund (Cash) Mortgagees : Loans received 

Loans advanced Account General District Fund, etc : Ad- 
vances to various Funds. 

General District Fund, etc. Loans Fund Cash : Payment of 
advances. 

Do. do. ** Advances , Repaid Account " : In- 

stalments due. 

General District Fund, etc. Contributions for Interest Account 
(net) due from Funds. 

Cash General District Fund, etc. : Interest 

paid to Fund. 

Sundry Mortgagees Cash : Loans repaid to Mortgagee. 

Do. do. (Interest A/c) Cash : Net interest paid to MortgageMt 
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The credit balance on the Loans Fund will represent 
the fund available for either repayment of loans or further 
appropriations for capital purposes. 

The Balance Sheet will show on the asset side the various 
funds as debtors to the Loans Fund for loans appropriated, 
and the cash balance. On the liability side sundry mortgages 
for (1) loans appropriated and (2) loans unappropriated 
represented by the balance on the Loans Fund. 

(8) Capital Expenditure not out of Loans. 

It frequently happens that where a local authority 
could obtain sanction to borrow for a Certain purpose the 
council decides to charge the cost direct to revenue. If this 
is not capitalized it is lost as a record of expenditure for 
future reference. There are also certain properties which 
may be given to the corporation requiring similar 
treatment. 

The entries in the books will be made at the close of the 
financial year. 

Dr. Cr. 

(1) Capital Outlay Permanent Works paid for out of 

Revenue 

(2) Capital Outlay Property acquired by Gift 

The credits will appear on the Balance Sheet grouped 
under the heading " Excess of Assets over Liabilities " 
or " Provision made towards Capital Outlay " with Loan 
Redemption Account Sinking Funds in hand, etc. 
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THE ISSUE OF STOCK AND ITS REDEMPTION 

1. Stock Regulations. 7. Transferred Stock. 

2. Description of Stock. 8. Sundry Credits to the 

3. Issue of Stock. Redemption Account. 

4. Management of Stock. 9. Sinking Funds. 

5. Redemption of Stock. 10. Interest on Transferred 

6. Consolidated Loans Fund Stock. 

Balance Sheet. 

(1) Stock Regulations. 

The provisions regulating the issue and the redemption 
of stock are contained either in a local Act under which 
the Authority has ftsued stock, or in the stock regulations 
of the Ministry of^Health. Where stock is issued under 
the powers of the local Act, the fund which is operated 
upon is generally named the Consolidated Loans Fund. 
Under the stock regulations two funds are named, the 
Dividends Fund and the Redemption Fund. These two 
latter accounts are merely divisions of the Consolidated 
Loans Fund. I will, for purposes of describing the entries, 
adhere to the title of Consolidated Loans Fund as from 
the book-keeping standpoint no differences arc involved. 

(2) Description o! Stock. 

The issue of stock is a method of borrowing money 
through the medium of the money market for the purposes 
of various sanctions. The money raised is amalgamated 
and carried to the credit of a stock fund which can be 
applied for the purposes of the sanction, the lenders 
who contribute to the stock or fund being called stock- 
holders. The operations on th^ Consolidated Loans 
Fund will relate therefore to the issue of stock, its 
management and its redemption. 

(3) Issue of Stock. 

We will assume that a corporation raises a 5 per cent, 
stock of £1,000,000 at 95 per cent., the financial officer of 
the corporation acting as rejgistrar. "The stamp duty of 
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2s. 6d. per cent, is paid and the other costs of issue amount 
in total to £1,500 ; the Journal entries in connection with 
the Consolidated Loans Fund will be as follows — 


Application and Allotment and Instal- 
ment A/cs 

Discount A/c 

To Sundiy Stockholders (5% Stock) 

For stock allotted. 

Stock Allocation A/c .... 

To General District Fund 
Borough Fund ..... 

Being allocation of the Stock to the 
Sundry Funds according to the sanctions. 

Note. — Although the stock is issued 
at a discount the full nominal value of 
the Stock is allocated to the specific funds, 
it being the full amount of their liability 
for redemption. 

Costs of Issue 

To Sundry Persons .... 

Being costs of Stamp Duty, £ 1 , 25 ^ 

Printing, etc., £ 2 ^ 0 . 

General District Fund .... 

Borough Fund ..... 

To Discount A/c .... 

„ Costs of Issue .... 

Being discount and costs of issue 
chargeable to t he borrowing funds. 

Note. — The funds will be considered to have sanctions 
covering costs of issue which are treated as capital 
expenditure. 

The cash book entries in relation to the above are 
sa under — 

CONSOLIDATED LOANS CASH BOOK. 

Df. / Cr. £ 

To Stockholders . •950,000 By Sundry Persons — 

Printing . . 250 

Stamp Duty . 1,250 

„ Gen. District Fund. 474,250 
„ Borough Fund . 474,250 

,950,000 



1,500 

1,500 


25.750 I 

25.750 I 

I 50,000 
1,500 


950,000 
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It will be seen that the effect of the issue of £1,000,000 
stock is to produce £948,500 net, which is transferred to 
the borrowing funds to create a liability of £1,000,000 
which has to be provided for by these same funds. 

The entries in the books of the General District Fund 
will be — 



Dr. 

Cf. 


£ 

£ 

Capital Cash A/c ..... 

474,250 


Costs of Issue ..... 

25,750 


To Consolidated Loans Fund. (5% Stock) 


500.000 


(4) Management of Stock. 


The Consolidated Loans Fund will receive from each 
borrowing fund its proper proportion of dividends payable 
to stock-holders and in turn pay out the same to the 
stock-holders. The entries in connection with this are, 
of course, simple, but I suggest it will save complications 
if the interest is received from the funds net, i.e., after 
deducting income tax. This will be found to facilitate 
the working of the Income Tax Accounts on the Rating 
Funds. 

(5) Redemption of Stock. 

The Consolidated Loans Fund must build up a sum 
sufficient to redeem the stock at par or otherwise, as 
regulated by the date stipulated for its redemption. A 
separate Redemption Fund is kept for each issue of stock. 
The Sinking Fund contributions ^e received from each 
borrowing fund and are either invested or utilized for the 
extinction of stock by purchase on thp market. 

We will assume that the sum of £25,000 is received from 
the General District Fund and Borough Fund in equal 
proportions for Sinking Fund contributions, that of this 
£20,000 is invested by lending to another Local Authority 
at 6 per cent, interest, and that ^^4,000 is utilized in. 
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purchasing stock for cancellation. The entries on the 
Consolidated Fund will be as follows — 


1 

] 

Dr, 

Cr. 

General District Fund, etc. . . 

To Consolidated Loans Fund (Redemp- 
tion A/c) 

For one year’s Sinking Fund contributions. 

£ 

25,000 

£ 

25,000 

Cash. To Gen. District Fund, etc., to close 
above entry. 



Borrowing Corporation Investment A/c 

To Cash 

For sum lent on Mortgage. 

20,000 

20,000 

Redemption A/c ..... 

To Brokers 

For j^S.OOO Stock purchased at 80, including 
Brokerage. 

4.012» 

4,012| 

Stock-holders A/c (5% Stock) . 

To Stock Allocation .... 
For Stock redeemed. 

5,000 

5,000 


The effect of this entry is to charge the Redemption 
Account with the redemption and to reduce the liability 
of the Contributing Fund to the extent of stock 
extinguished. 

(6) A Consolidated Loans Fund Balance Sheet. 

This can now be drawn showing the effect of the foregoing 


entries — 

CONSOLIDATED LOANS FUND BALANCE SHEET. 


Dr. 

Corporation 5% Stock 
Issued. Cancelled. 
;^1, 000,000 ;^5,000 

Balance. 

£^5,000 

Cr. 

Allocation of Loans — 
Genera] District Fund 
Borough Fund 

£ 

497,500 

497,500 

Redemption Fund 
Accumulations 

20,990 

Redemption Fund — 
Investments . 

Cash in hand . 

995,000 

20,000 

990 


1.915.990 


1,015.990 
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(7) Transferred Stock. 

Where Sinking Fund accumulations are utilized for new 
capital purposes instead of being invested it is provided 
in the stock regulations that where such an amount is 
withdrawn from the Redemption Fund and applied to a 
fresh sanction, an equal amount of stock shall be treated 
as if redeemed by the fund to which it belongs and the 
liability transferred to the fund in respect of which the 
statutory borrowing power is exercised. 

Assume that the sum of £5,000 is taken from the 
Redemption Fund accumulated by the General District 
Fund and appliedjto the purposes of sanctions in the 
Electricity Fund the entries in the Consolidated Loans 
Fund would be as under — 



Dr. 

Cr. 

1 

Redemption A/c 

i 

5,000 

i 

To Electricity Fund .... 
For amount to be applied to new capital 


5,000 

purposes. 



Electricity Fund 

To Cash 

To close above entry. 

5,000 

5,000 


There will be one other entry necessary for the purpose 
of treating the stock as if it were redeemed by the 
General District and created in respect of the Electricity 
Fund— 


! 

Dr. 

Cr. 

Electricity Fund Allocation of Trans* 

• 

L 

i 

ferred Stock A/c 

5,000 


To District Fund Allocation A/c . 

For Stock liability transferred to Electricity! 

i ! 

5,000 

Fund * 1 

t* 



4-41763) 
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Assume that the £5,000 is applied to new sanctions in 
the same fund, General District Fund; then the entries 
would be — 



Dr. 

Cf. 

Redemption A/c 

To General District Fund 

For amount to be applied to new sanctions. 

5,000 

5,000 

General District Fund .... 

To Cash ...... 

To close above entry. 

5,000 

5,000 

Allocation of Transferred Stock A/c. 

To Gen. District Fund (Allocation A/c) 
For Stock to be treated as if redeemed. 

5,000 

5,000 


It will be seen that three things have happened in the 
Consolidated Loans Fund, viz. — 

(1) The accumulation of the Redemption Fund. 

(2) The extinction of debt by the purchase of stock. 

(3) The application of accumulations to new capital 
purposes by the method of transferring stock. 

All these facts must be recorded in the books of the 
contributing funds—District Fund, Borough Fund, etc. — 
to which they relate by the following suggested entries — 

(1) Accumulations. The contributing fund will have 
credited its Sinking Fund with the annual contributions 
and debited the Consolidated Loans Fund (Cash and Invest- 
ment Account). To give effect to the benefit derived from 
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the investments of such funds, it is necessary at the end 
of the financial year to make a supplementary entry — 


Consolidated Loans Fund Cash Investments 
To Sinking Fund .... 
For net accumulations during the year. 


(2) Redemption of Debt by Purchase. The entry 
will be — 



Dr. 

Cf. 

Consolidated Loans Fund Stock allocation. 

To Redemption of Debt 

For Stock redeemed bj purchase 

Sinking Fund . * . 

To Consolidated Loans Fund Investments 

and Cash 

For Stock redeemed out of accumulations. 




(3) (a) Transferred Stock— 


To another contributing fund 
Consolidated Loans Fund Stock allocation . 

To Redemption of Debt 
For Stock extinguished by transfer . 

Sinking Fund 

To ^nsolidated Loans Investments and 

Cash 

For accumulation applied to other capital 
purposes in another contributing fund. 


(6) Stock Transferred within the Fund— 


Consolidated Loans Fund Stock allocated . 

To Redemption of Debt 
For Stock extinguished by transfer . 

Sinking Fund | 

To Consohdated Loans Fund (Invest- 
ments and Cash) .... 
For accumulations applied to other Capital 

purposes 

Capita Cash 

To Consolidated Loans Fund (Trans- 
ferred Stock) 

For cash received in respect of new Capital 
purposes by which the Stock liabihty is 
attached to transferred stock. * 
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(8) Sundry Credits to the Redemption Account 
of the Consolidated Loans F\md. 

There are sundry items which may be taken to the 
credit of the fund to be utilized for the general purposes 
thereof — 

(a) Rents and Profits of any Land. This applies 
to property and land acquired for any purpose in respect of 
which statutory borrowing power is exercised by the issue 
of stock. Before doing so a deduction may be made for 
any costs and expenses incurred in respect of the collection 
of such rents. This involves keeping two accounts, viz., 
Rent Account, which is credited with/ rents received, and 
an Expenses Account, which may be ‘called rates, taxes, 
insurances, etc. 

The expenses are transferred at the close of the year 
to the debit of the Rent Account, the balance of which is 
carried to the Dividends Account of the Consolidated 
Loans Fund. 

(b) Unexpended Capital Cash Balances. Assume 
that the General District Fund has balances totalling to 
£385 to transfer, the entries will be as follows — 



Dr. 

Cr. 

Consolidated Loans Fund. 

£ 

£ 

General District Fund .... 

385 


To Redemption A/c .... 
For Cash Balance to be transferred. 


385 

Cash 

385 


To General District Fund 


385 

Cash to close above entry. 



General District Fund. 



C.L. Fund (Investment^ and Cash) . 

385 


To Capital Cash A/c .... 
Being Transfer of Ca^h balances to the 


385 

Consolidated Loans Fund, 




(c) Sale of Land or Property. Assume that a portion 
of Corporation land (Borough Fund) was sold for £400 
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and the proceeds are transferred to the Redemption Fund, 
the entries would be as follows — 



Dr. 

Cr. 

Borough Fund, 

£ i 

£ 

Capital Cash ...... 

To Capital Expenditure A/c . 

For sale of land. 

400 

400 

This reduces the Expenditure Account 
on the Balance Sheet. 



C.L. Fund Investments and Cash . 

400 


To Capital Cash A/c .... 
For Transfer of Cash^ balance. 


400 

Consolidated Loans Fund. 



Borough Fund 

400 


To Redemption A/c .... 
For proceeds of sale of land. 


400 

Cash 

400 


To Borough Fund . . . . 

Cash to*close above entry. 


400 


NoTE.—The effect of (a), (b) and (c) will be to increase 
the accumulations in the Redemption Account, benefit for 
which is given to the contributing funds at the end of the 
financial year. 

(9) Sinking Funds. 

All authorities who have created stock arc required to 
furnish annually to the Ministry of Health an abstract 
of the Stock and Redemption Fund accounts in the form 
prescribed. This form is practically a summary of the 
Sinking Funds relating to the stock issues. 

A Sinking Fund must be kept in respect of each sanction 
(of which there may be hundreds), the*grand total of which 
will agree with the amount standing to the credit of the 
redemption accounts of each issue. 

The Sinking Fund may be either — 

(a) Non-Accumulating, ».p., by payment to the fund, 
throughout the prescribed period of such equal sums as 
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will together amount to the moneys for the repayment of 
which the Sinking Fund is formed or 

(6) Accumulating, i,e., by payment to the fund through- 
out the prescribed period of such equal annual sums as 
with accumulations at a rate not exceeding (x) pounds 
per cent, per annum will be sufficient to pay off within the 
prescribed period the moneys for the repayment of which 
the Sinking Fund is formed. 

It should be borne in mind that the prescribed peiiod 
is that of the specific sanction and not the period in which 
the stock must be redeemed. The fund to redeem the 
stock will be sufficient provided tlfe sanctions of the 
capital purposes fall within the period of the stock 
redemption, otherwise at the time the stock is due to be 
repaid recourse would have to be made to fresh borrowings, 

(10) Interest on Transferred Stock. 

Where transferred stock is created by the utilization of 
the moneys in the Redemption Fund for new capital pur- 
poses, the fund to which the stock is transferred will con- 
tribute to the Redemption Fund interest on the amount 
transferred. The fund to which the stock was originally 
allocated continues liable for the dividends, and, of course, 
the Sinking Fund contributions, to the end of the loan 
period. In those cases where the Sinking Funds have 
matured at the time the stock is transferred to another 
fund, the liability for dividends passes to that fund. If a 
Sinking Fund has matured and has not been utilized for 
capital money, the dividend is properly borne by the 
Loans Fund. 



CHAPTER VIII 


MISCELLANEOUS FUNDS 

1. Housing. 5. Libraries. 

2. Private Streets. 6. Overseers. 

3. Mental Hospitals. 7. Superannuation. 

4. Education. 

(l) Housing Accounts (General). 

A Local Authority may provide houses for the working 
classes and for that purpose raise loans. Although the 
expenses are chaigeable to the General District Fund, 
like any other Public Health administration, it is usual to 
keep separate accounts. The Housing Fund will contain the 
usual accounts in respect of capital outlay, and a Revenue 
Account which is debited with all expenditure in respect 
of loan charges and maintenance, and credited with all 
income from rents, etc. The surplus or deficiency on the 
account should be transferred annually to the General 
District Fund. 

It is sometimes the practice to treat " Housing " as part 
of the General District Fund, which may have the effect 
of hiding the results, whereas the separate accounts bring 
out the question of the sufficiency of the rents charged from 
time to time. 

Assisted Housing Schemes. Under the provisions 
of the Housing and Town Planning Act, 1919, it is the 
duty of Local Authorities to prepare housing schemes 
and to carry them out when approved by the Ministry of 
Health. 

It is provided by regulations that separate accounts 
shall be kept, the object being to ascertain the apportion- 
ment of deficiency as between the Treasury and the Local 
Authority. 

Certain restrictions have been placed upon expenditure 
chargeable to the account, and detailed instructions have* 
55 




56 


MUNICIPAL BOOK-KEEPING 


been issued as to the manner of keeping the accounts 
which are also subject to audit by the District Auditor. 

(a) The scope of the accounts. Full and detailed accounts 
must be kept in order to provide the details for the annual 
preparation of a Revenue Account and Balance Sheet. 

The Revenue Account must give the following heads of 
expenditure — 

Loan charges. 

Rents (if any). 

Rates (if paid by Local Authority). 

Taxes. 

Insurances. J 

Water charges (if paid by Local Authority). 

Repairs and maintenance. 

Supervision and collection of rents. 

Other expenditure (if any). 

On the Income side — 

Rents (including rates and water charges where these 
are paid by the Local Authority). 

Less allowance for uncollected rents and unoccupied 
houses. 

Other sources of income. 

Produce of Id. rate for the year. 

The Balance Sheet as prescribed is as under — 
HOUSING (ASSISTED SCHEME)— BALANCE SHEET. 

Capital Liabilities. Capital Assets. 

Stock or Loans outstanding Houses and other property* 
Prospective purchasers’ Loans owing to the Council 
advances Sinking Funds (Investments and Cash) 

Overspent Loan balances Loan moneys in hand 
• Sundry Debtors 

Capital Outlay Discharged. Deferred Charges. 

By Loan Repayment < Expenses of Stock or Bond issues 

By Sinking Fund provisions Discounts on Stock issues 
By direct charge on revenue 

* The asset to be shown at original cost. Only those properties 
which remain in the possession of the authority are to be included 
on the Balance Sheet. Either on the Balance Sheet or in connec- 
tion therewith, the balanpes connected with each authorized borrow- 
ing are to be separately entered in such manner as to show their 
due correspondence. 
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Revenue Liabilities. 
Tradesmen and Others 
Income Tax unpaid 
Unclaimed Dividends 
Other special liabilities 
Overspent Cash balances 


Fund Balances. 
Repairs Fund 
Revenue Account 


Revenue Assets. 
Rents uncollected 
Exchequer subsidy receivable 
Rate contribution receivable 
Other uncollected income 
Repairs Fund investments 
Cash balances in hand 
Materials in hand 

Fund Deficiencies. 
Revenue Account 


It will be seen that in this case a mere abstract of receipts 
and payments, the only system of accounts known to most 
of the small authorities will not be sufficient, and that the 
principles of doub^ entry book-keeping are insisted upon. 

(6) The legal limits upon expenditure chargeable. As the 
expected annual deficiency on the account is borne by 
the Local Authority to the extent of a penny rate and the 
balance by the Treasury, certain restrictions are operative. 

(1) Loan Charges. No actual rate of interest is fixed 
which a local authority can pay; it must, however, not 
vary very much from the interest in force for loans 
advanced by the Public Works Loan Commissioners. 
The interest should be approved by the Ministry of Health. 

(2) Repairs and Maintenance. This is fixed at 15 per 
cent, of the gross estimated rent. 

(3) Supervision and Management. The limit is fixed 
at 5 per cent, of the gross estimated rent. 

(4) Rent Chargeable to Tenants. The Local 
Authority, in first fixing the rents under an assisted 
scheme, may have regard to the rents obtaining in the 
locality for houses for the working classes, and to the 
operation of the Increase of Rent and Mortgage Interest 
(War Restrictions) Act, 1915, and any Acts amending or 
extending that Act ; but in that case the Local 
Authorities should also have regard to — 

(а) Any increase of rents authorized by any such Acts ; 
and 

(б) Any superiority in the condition or amenity of tKe 
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houses to be let by them under the assisted scheme or in 
the accommodation provided therein. 

(5) Net Rent. This is the gross rent less 5 per cent, 
in respect of uncollected rents and empties. 

(6) Produce of a Penny Rate. The rate shall be taken 
to be the amount actually realized during the financial 
year as certified by the District Auditor. 

The local authority in respect of (2) repairs and (3) 
supervision is limited to fixed percentages and such 
percentage in respect of repairs should be taken to the 
credit of a fund. 

(c) The books to be kept. Housing Order No. 487 
prescribes in detail the accounts to be kept, as under — 
Impersonal Accounts. 

For Expenditure — Loan Repayments 
Loan Interest 

Rates, Rents, Insurances, etc. 
Mana.gement Expenses 
Repairs, etc. 

For Income — Rent Income Account 

Rate Contribution Account 
Exchequer Subsidy Account 

The balances of the foregoing accounts will be trans- 
ferred to a Fund Account called the Housing (Assisted 
Scheme) Revenue Account. 

Personal Accounts. 
f Treasurer's Cash Book 
Officers j Rent Collectors 

( Storekeepers’ Accounts 
Tenants (Rent Account) 

Council (Rate Contribution Account) 

Debtors ■ Ministry (Exchequer Subsidy Account) 

Mortggigors’ Accounts 
Investments Accounts 
Mortgagees’ Accounts 
Inland Revenue (Income Tax) Account 
Creditors ■ Other Creditors, e.g.. Tradesmen 
Tenants' (Deposits) Account 
Purchasers’ (Instalments) Account 

In connection with capital outlay this must be 
separated into — 

Capital Asset Accounts, 
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Deferred Charges Accounts. 

Discharged Capital Outlay Account. 

Where loans are repaid by contributions to Sinking or 
Redemption Funds the following accounts must be kept — 

Sinking Fund Contributions Account (Revenue Ex- 
penditure). 

Sinking or Redemption Fund (Fund Account). 

Sinking Fund Investment Account. 

Sinking Fund Expenses Account. 

The student who has followed my outline of the 
principles of double entry in Chapter I will realize that 
what may have Jseemed theoretical has actually been 
adopted in the requirements of assisted housing schemes. 
Let us assume that a small District Council has executed 
an approved scheme for fifty houses and that they have 
been let for a year. The book-keeping entries would be 
as follows— 


Dr. 

1. Cash . . £50,000 

2. Capital Assets 50,000 

3. Builder . 40,000 

4. Landowaer. 10,000 


Cf. 


Public Works Com- 
missioners 

Builders . £40,000 
Landowner 10,000 
{ . 50,000 


For Loan advanced 

Buildings, Streets, etc. 
Land 

To close above entries 


(The above is in respect of Capital outlay.) 


5. Tenants . £2,500 

6. Rent Collector 2,400 

7. Cash . 2,400 

8. Rent Income 50 

9. Management 

Expenses . 125 

10. Rates, Rents, 

Insurances 50 

11. CouncU . 125 

12. Creditors . 50 

13. Repairs A/c 375 

14. Repairs Fund 75 

15. Tradesmen . 75 

16. Council . 100 

17. Loan Repay- 

ment . 500 

18. Interest . 3,000 

19. Public Works 

Commission- 
ers . . 3,500 


Rent Income A/c 

Tenants 

Collector 

Tenants 

Council 

Creditors Tradesmen 


j Cash , 

Repairs Fund 
Tradesmen 
Cash • 

Rate Contribution 
Account • 
Discharged Capital 
Account 

Public Works Com- 
missioners 
Cash* , 


For Rents due 
For Rents collected 
For Cash paid to Bank 
For Empties, etc. 
Proportion of Ex- 
Expenses 
Expenses incurred 

To Close 9 and 10 

Amount allowed 
Actual Repairs 
To close 14 
Id. rate subsidy 

Loan repaid 

Interest on Loan 

To close 18 and part 1 
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The Revenue Account would be made up — 



£ 

£ 

To Managem't Expenses 

125 By Rents . 

2,500 

„ Rates, Taxes, etc. 

50 Less Losses . 

50 

„ Repairs • 

375 


„ Loan Repayment 

500 

2,450 

„ Interest . 

3,000 „ Rate Subsidy 

100 


„ Exchequer Subsidy 

1,500 


£4,050 

£4,050 

REPAIRS FUND. 



£ 

£ 

To Repairs . 

75 By amount charged to 


„ Balance to Balance 

Revenue Account 

375 

Sheet . 

300 t 

k 



£375 


The Balance Sheet will be as under — 



Capital Liabilities. Capital Assets. 


Loans Outstanding ♦ 49,500 Houses . . , 50,000 

Capital outlay discharged 
by Loan repayment . 500 

;£50,000 ;^50,000 

RevenxM Liabilities. Revenue Assets. 

Overspent Cash Balance 1,350 Rents uncollected 50 
Exchequer Subsidy 
receivable 1,500 
Rate contributions 
receivable . 100 

1,650 

Fund Balances. Fund Deficiencies — 

Repairs Fund . . 300 

;^51.650 ;^51,650 

The above pro forma accounts are limited to the most 
elementary transactions : there may be special features 
which call for specific treatment. 

(a) Repairs Fund investments. It will be seen that 

there is £300 to the credit of this account which should, 

if 'possible, be invested. 
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(b) Loan charges. The procedure will be the same as 
outlined in a previous chapter on Loan Accounts. 

(c) Purchase of houses. When a house is sold it may 
be at a price which is less than the actual cost. Assume 
that a house which cost £1,000 is sold for £800 the entries 
will be as follows — 



Dr. 

Cr. 


1 

L 

Purchasers’ Account .... 

800 


Discharged Capital Outlay Account . 

200 


To Capital Asset .... 

1 


1,000 


This entry has the effect of taking the cost of the asset 
out of the Capitar Asset Account and taking the loss of 
£200 to that section of the Balance Sheet under the 
heading of Deferred Charges. The money received shall 
be carried to the account called the Proceeds of Sale 
(Cash) Account, which, subject to the direction of the 
Ministry, shall be charged with Sinking Fund contribu- 
tions and the balance invested, and the income therefrom 
carried to Revenue Account. 

(d) Capital outlay. The expenditure out of loans is 
divided into two classes, viz. : (1) Capital ass^/s, to which 
is taken the actual cost of lands, roads, sewers and houses ; 
and (2) Deferred charges, which are represented by expenses 
and discounts in connection with the flotation of loans 
and the loss on sale of houses. These two classes are to be 
treated differently in the books : the former will stand at 
the original cost, and the latter will be written down each 
year by the amount of loan repayments applicable thereto. 

(2) Private Streets. 

Where the Local Authority decides to make up any 
street (not being a highway repairable by the inhabitants 
at large) it may apportion the cost of the work on the 
respective owners of property fronting, adjoining or 
abutting on the same. Th6 work entailed is as foUows-r- 
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(a) The preparation of an estimate of the probable cost. 
The frontagers have a right to inspect the detailed accounts 
and to lodge any objection. 

(b) Cost Accounts of the work executed where done by 
the Corporation. 

(c) The apportionment of the cost amongst the persons 
chargeable. 

{d} The collection of amounts charged. 

The book-keeping is varied according to the method of 
procedure, e.g., if the provisions of the Public Health Act 
are applied, the work is done first and the charges collected 
afterwards. Under some Acts the apportionment of 
estimated cost may be collected befor^ the work is done. 
Another variation is where the work is done by a 
contractor instead of being done by direct labour. 

The book-keeping entries will be as follows — 

(«) Debit “ Street ” Account with the cost of the work. 
If the work is done by a contractor the corresponding 
credit will be to the contractor's personal account. If 
done by the corporation, the wages, materials, etc., will 
be charged direct to the account, or if there is a proper 
costing system the expenditure is transferred in total 
from the fund to which the Works Department is attached. 

(6) Debit the frontagers* personal accounts with the 
apportionments and credit the ” Street " account. 

(c) Where the estimated apportionment is collectible 
before the work is done, the transaction is simply a cash 
one, the frontagers being credited with the cash on account 
of work to be done. 

A register should tfe kept of estimated and actual 
apportionments, and this may in some cases be adapted 
for the owners’ personal accounts in a tabular form. 

The local authority 'may, where it is considered desirable, 
borrow money for the purpose of carrying out the work 
and the interest thereon is as far as practicable to be 
r^overed from the frontagers. ' 



MISCELLANEOUS FUNDS 


The question of interest arises where owners are allowed 
to pay by instalments, the General District Fund (which 
in the first instance is chargeable with the interest on the 
loan) being credited with the interest on amounts 
outstanding and the owners debited. 

(3) Mental Hospital Accounts. 

County Councils and County Boroughs must provide 
asylums for the . accommodation of pauper and private 
patients. The general management of the hospital is 
vested in the Visiting Committee, which must be appointed 
annually by the local authority providing the hospital. 
The accounts for ccfinty asylums are subject to the District 
Audit and the Financial Statement has the following 
divisions — 

(1) Maintenance Account. 

(2) Buildings and Repairs Account. 

(3) Farming and Gardening Account. 

There are one or two features which are peculiar to 
Mental Hospital Accounts, viz. — 

(a) The Maintenance Account is designed so as to 
furnish the information as to the weekly cost per head. 
At the commencement of the year an estimate is prepared 
and the cost per head is fixed, this being the charge made 
to the guardians for pauper patients. 

(b) Where private patients are taken the minimum 
charge is generally based on the cost for pauper patients 
plus an amount representing the capital charges on the 
institution. The full rate is credited to the Maintenance 
Account and a transfer made by debiting Maintenance 
Account and crediting Building and Repair Account with 
the amount charged in excess of the 'pauper rate. 

(c) Buildings and Repairs Fund. ‘This fund is debited 
with the annual cost of repairs, small additions and 
improvements. It is credited with the surplus charge for 
private patients referred to in paragraph (b) and the 
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balance is recoverable by precept on the County Council 
or County Borough. 

(d) The Farm and Garden Account is practically a 
Profit and Loss Account of the farm. It is debited with 
labour, provender, seeds and manures, and purchases of 
live and dead stock. The produce is charged to the 
hospital at its market price and the stock being brought 
into account the result is transferred to Maintenance 
Account. 

(e) Superannuation. All employees belong to the 
Superannuation Fund, paying contributions at a rate 
varying with the length of service. The contributions 
are carried to the credit of Maintenance Account, and 
pensions when they become payable are simply debited 
to that account. It is the practice in some cases to carry 
the contributions to a Superannuation Fund and charge 
the pensions thereto, any deficiency being debited to the 
Maintenance Account. 

(/) Loan Charges. The loan interest and repayment 
in respect of the buildings is repayable by the Local 
Authority who provided the institution, consequently 
no account of capital outlay, loan indebtedness, etc., will 
appear in the Mental Hospital Accounts. 

(4) Education Accounts. 

Education Accounts, which are in all cases subject to the 
District audit and very often nothing more than the cash 
receipts and payments, are summarized according to the 
requirements of the Financial Statement. 

The main divisions afe — 

(a) Elementary Education — 

Council Schools."' Salaries and Maintenance. 

Council Non-Provided Schools. Salaries and Main- 
tenance. 

Central Day School and Day Continuation Classes. 
Salaries and Maintenance. 
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Schools for Blind, Deaf, Defective and Epileptic 
Children. Salaries and Maintenance. 

School Medical Service. 

Administration Expenses. 

Truant and Industrial Schools and Detention Homes. 

Loan Charges. 

(i) Higher and Technical Education — 

Polytechnics. 

Evening Institutes and Continuation Schools. 

Secondary Schools. 

Training of Teachers. 

Exhibition, Scjjolarships and Free Places. 

The accounts are kept separate, and the income is partly 
derived from Government Grants and by contributions 
from the respective Rating Funds. Provision should be 
made for ascertaining the cost of each school. 

(5) Libraries' Accounts. 

By the passing of the Public Libraries Act, 1919, an 
important alteration has been effected in relation to the 
accounts. 

{a) The old limitation of the Id. rate has been abolislied. 

(6) The powers of the Libraries Committee may be 
transferred to the Education Committee. 

(c) The annual subsidy in respect of public libraries 
may by resolution of the Council be limited to a specified 
amount : this may be the equivalent of a specified rate 
or the amount of the annual estimate sanctioned by the 
Finance Committee. 

From a book-keeping standpoint the best course is to 
treat the libraries accounts in exactly the same way as 
the accounts of any other committee. It is advisable, 
however, not to merge the accounts in the Rating Fund 
chargeable, but to retain the separate fund which has been 
established. 

5-<l76S) 
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(6) Overseers’ Accounts. 

The books to be kept by overseers have been prescribed 
by Order and are detailed in Chapter III. They are in all 
cases subject to audit by the District Auditor. The remark - 
able feature about the Overseers’ Accounts is that whilst 
the books relating to the collection of the Poor Rate are 
admirably adapted for income and expenditure the whole 
results are gathered into a so-called “ Balance Sheet of the 
overseers’ receipts and payments for the half year ended 

The certificate at the foot to be signed 

by the District Auditor is — “ I certify that this Balance 
Sheet is correct.” (, 

The return has on the debit side the cash balance brought 
forward, the amounts received from Poor Rates, Govern- 
ment contribution, rents of property, etc., and on the 
credit side payments in respect of contribution orders of 
guardians, police (Metro.), borough councils, etc., and the 
expenses of overseers in respect of jury lists, valuation 
expenses, salaries of assistant overseers, etc. 

No account is taken of assets or liabilities, consequently 
the true position is not shown. It is very necessary when 
making the estimate for the Poor Rate to take into account 
the collectible arrears of rates, also the amounts owing to 
other authorities when the previous rate has been 
insufficient to enable the overseers to meet their demands, 
thus entailing a departure from the stereotyped form of 
accounts. 

(7) Superannuation Accounts. 

Where a pension or superannuation scheme exists, it 
is necessary (with th'e exception of mental hospital schemes) 
to keep separate accounts and credit the fund with con- 
tributions from employees (if any) and the contributions 
from the Local Authority. The former are obtained by 
deduction from salaries and v/ages. It is necessary to keep 
a record of each contributor's contributions and additions^ 
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these sometimes being returnable with or without interest 
on his leaving the service. 

The available surplus in the fund is invested from time 
to time in realizable securities. The fund is generally 
reported upon by an actuary every five years. There is 
nothing involving any intricate book-keeping entries, 
but the enormous amount of detailed work involved may 
be cut down to some extent by the adoption of up-to-date 
methods of recording described in a later chapter. 
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STORES RECORDS AND COST ACCOUNTS 

STORES 6. The object of keeping Cost 

1. The object of keeping Stores Accounts. 

Records. 7. Cost Accounts of a Local 

2. The Essential Conditions. Authority. 

3. The Book-keeping System. 8. Expenditure constituting the 

4. Incorporation into the Main Cost. 

System. 9. Book-keeping Records. 

COST ACCOUNTS 10. Incorporation into the Main 

5. The definition of Cost Sys^m. 

Accounts. 11. Operating Costs. 

The accounts relating to the keeping of “ Stores and 
” Cost ” accounts are quite distinct. The practice of 
many writers and lecturers is to treat them as inseparable, 
but this leads to considerable confusion. Although it is 
impossible to have a system of ** cost accounts without 
adequate stores records it is quite possible to have a 
system of stores records, although cost accounts, strictly 
speaking, are not kept. 

(1) The Object of Keeping Stores Records. 

When a Local Authority carries a stock of materials for 
any purpose whatever it becomes necessary to keep 
proper records so as to ensure — 

(а) The rating funds and the trading undertakings bear 
the expenditure on stores used during the financial year, 

(б) The prevention of waste or extravagance. 

(c) The prevention of misappropriation of material. 

(d) The prevention of cWging to one head of 
expenditure stores used for another purpose. 

{e) An adequate check upon stores disposed of. 
if) Where “ cost ” accounts are kept — adequate records 
for charging out the stores used on the different jobs for 
which cost accounts are required. 
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(2) The Essential Conditions. 

There are three essential conditions to be taken into 
consideration il the system is to be satisfactory; they are — 
{a) An efficient control of the stores. This implies a 
proper place for the materials to be stored and a person 
responsible for the receipt and issue of stores. 

(6) Simplicity. Complicated systems defeat their own 
object. The main function of storekepeers, foremen 
and workmen consists in the handling and issuing of 
stores ; they are not book-keepers, consequently pardonable 
errors in carrying out complicated systems may be used as 
a cover to hide misappropriations. 

(c) The system must be capable of being incorporated 
in the main system of accounts. This implies stock-taking 
and accounting for differences. It also implies that the 
chief Financial Officer is satisfied that the stores records, 
which are incorporated, are correctly kept, whether the 
storekeeper is under his own control or responsible to the 
head of another department. 

(3) The Book-keeping System. 

The main books required to be kept are — 

(«) Stores Received Book. The storekeeper will 
periodically prepare his requisition for stores required 
and forward same to the head of his department. When 
certified, orders are issued from the department on trades- 
men for goods required. When the goods are received 
the items should be entered in detail from the delivery 
notes into the Stores Received Book. This book may be 
in tabular form and contain columns for Date, Name of 
Tradesmen, Description, Quantity, Price, Value, Invoice 
Number and Posting Folio. The pricing and insertion 
of the invoice number should be done by the invoice clerk 
of the department concerned rather than the storekeeper. 

(b) Stores Issued Book. Good^ should only be 
obtainable from the storekeeper on presentation of a* • 
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requisition signed by a responsible person. The Stores 
Issued Book will be entered up from the requisitions as 
to quantities. The pricing should be done by the invoice 
clerk of the department concerned. The book should be 
ruled with columns for Date, Purpose, Requisition No., 
Description, Quantity, Price, Folio to Stock Ledger, 
and Folio to Cost Ledger. 

(c) Stores Ledger. This book will contain accounts 
of stores classified. Quantities and rates are only posted 
from the " Received " and “ Issued " books. The balance 
on each account should agree with the actual quantity 
in stock, subject to certain adjustment^. 

The above three books contain k record of goods 
received, issued, and in stock ; the next step is to consider 
the charging of goods issued to the proper account 
chargeable, which may be done either — 

(1) By the adoption of expenditure analysis columns 
in the Stores Issued Book into which the items are extended. 
This method is suitable where the heads of expenditure 
are not numerous, as, for instance, stores used on a 
tramway undertaking. 

(2) By direct posting from the Stores Issued Book 
to the Expenditure or Cost Ledger. This method entails 
a considerable amount of clerical work, but where the 
number of jobs are numerous it seems to be the most 
effective. 

An alternative method to the one outlined above may be 
adopted for small authorities where the operations on 
stores are comparatively few. The Stores Received and 
Stores Issued Book is dispensed with, the Stock Ledger 
being adapted to serve the purpose of all three. Goods 
received are entered direct to the debit of the classified 
account, and the issues direct to the credit side. It is 
necessary to have columns on each side for value, and on 
the issues side analysis colunjns for accounts to be charged 
therewith. The serious objection to this method is the 
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difficulty of checking the Ledger with the invoices and 
the trouble involved in obtaining necessary data for 
incorporation into the main system of accounts. 

There are a few extraordinary transactions which may 
be mentioned — 

(a) Return of Stores into Stock. These should be 
posted to the debit of the Stock Account in the Stock 
Ledger and the credit to the job given by way of deduction 
in the allocation columns of stores issued. 

(^>) Sale of Goods from Store. These should be 
passed through the Stores Issued Book, posted therefrom 
to the credit of the particular stock account, and charged 
out in the aIlocati(|n to Sundry Sales Account. 

(c) Stocktaking. This should be done at the end of 
the financial year, the sheets prepared and quantities 
entered by the storekeeper from his ledger balance being 
checked by some independent person with the actual 
stock. The storekeeper will probably, in addition to his 
stock accounts in the Ledger, adopt the system of card 
records in each store bin. 

(d) Adjustment of Differences. The stock accounts 
must be made to agree with the actual stock, the differences 
being transferred to an adjustment account which is 
charged to some general head of expenditure subject to 
satisfactory explanation. 

(4) The Incorporation of Stores Accounts into 
the Main System. 

The whole of the foregoing books mentioned are sub- 
sidiary, and it is necessary to get the results periodically 
into the main accounts of the corporation. The General 
Ledger should contain an account called Stores Account” 
to which is debited through the Purchases Analysis Book all 
accounts which refer to goods taken to stores. Periodically 
the Stores Account is credited, through the Journal, 
with transfers to the respective heads of expenditure 
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according to the totals of the Stores Issued Book. 
The balance of the Stores Account represents the stock 
on hand, which should agree with the balances of the 
Stores Ledger Accounts, duly priced out, after agreement 
with the actual stocktaking at the end of the year. 

(5) Definition of Cost Accounts. 

The term Cost Accounts '' is used in connection with 
accounting for the materials, labour and other expenses 
incurred in the manufacture of a commodity or com- 
modities or a class of commodities. In its widest 
application it includes the cost of production as distinct 
from the prime cost. ( 

Cost Accounts have been grouped into the following — 

( а ) Output or Single Cost Accounts. Applicable 
to such businesses as breweries, collieries, quarries, mines, 
etc., in which there is a natural unit of cost, as a barrel of 
beer brewed or a ton of coal raised. 

(б) Factory Cost Accounts. These may be the 
account of the cost of departments, the cost of producing 
various articles or classes of articles which have no relation 
to each other, or the cost of each process in the manufacture 
of any articles. 

(c) Operating OR Working Cost Accounts. Applicable 
to tramways, gas, water, and electrical undertakings. 

( d ) Contract or Terminal Cost Accounts. Where 
the information required is the cost of a contract entered 
into and the profit or loss thereon. These are applicable 
to engineers, contractors, builders, etc. 

(6) The Object of Keeping Cost Accounts. 

It will be seen that from a business point of view the 
object of keeping cost accounts is to ascertain the cost of 
production in order that a margin of profit is allowed for 
in the price to be obtained. Where prices are competitive 
it is of importance to know how far economies can be 
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effected in the process of manufacture. A third object 
to be attained is the compilation of sufficient and reliable 
data on which to base tenders for contracts. 

(7) Cost Accounts of a Local Authority. 

As it is not intended to deal with cost accounts other 
than from the aspect of their relationship to Local 
Authorities, we will leave those commercial groups (a) 
and (b), and see how far we are concerned with (c) and (<f). 

Operating Costs. Where a Local Authority owns 
tramways, electricity, gas or water undertakings, the 
system which requires complete and separate accounts for 
each provides theldata for any information relating to 
cost. It is assumed that there is a proper Stores Record 
system in operation. The object is to ascertain the cost 
of working and for this purpose a unit of cost is selected. 
In the case of tramways this would be the car mile run ; 
in gasworks per ton of coal carbonized or per 1,000 ft. of 
gas sold ; in electricity it may be for the Board of Trade 
unit generated. 

Terminal or Contract Cost Accounts. Where there 
is a proper Works Department which employs direct 
labour on all kinds of constructional works, in addition 
to the numerous jobbing works, some of which are charge- 
able to private persons, the importance of a good system 
of costing cannot be over-emphasized. 

(8) Expenditure GonsUtuting the Cost. 

(«) So far as operating costs are concerned the expendi- 
ture is represented by the whole of the charges debited 
to the Revenue Account. These cl^rges in respect of a 
municipal trading undertaking will differ from those of a 
company on account of the charges for interest on capital 
and loan repayments and Sinking Fund charges being 
included, in place of the charges for depreciation. 

(b) Terminal costs of works by direct labour. 



74 


MUNICIPAL BOOK-KEEPING 


In some instances the engineer puts in a competitive 
tender with contractors for certain work to be done and 
the committee concerned will generally accept the lowest. 
It is therefore important that the estimate of cost should 
contain at least all similar charges on which the contractor 
bases his estimate. It should be noted that the sanctioning 
authority generally stipulates that no amount shall be 
included in expenditure out of loans in respect of permanent 
workmen or officials. This, however, should not prevent 
the inclusion of all indirect charges when preparing 
estimates. 

It is more important still that when the work is com- 
pleted, the actual cost should be asclrtained irrespective 
of the estimate. 

The expenditure will be in respect of— 

(a) Direct Charges. Materials purchased and sent 
direct to the job. Materials charged out through the 
store. Labour of workmen employed on the job. Plant 
used on the job. Carriage of materials. 

(ft) Indirect Charges. Apportionable wages. 
Apportionable depot charges. Administration expenses. 

It is not proposed to discuss the pros and cons of the 
various methods of apportioning indirect charges. These 
matters are not decided by the book-keeper; he must 
know, however, how to make the necessary entries for each 
method. The following methods may be adopted— 

(a) By apportioning the whole of the indirect charges 
during a period over, each job in the ratio that its 
expenditure bears to the total expenditure. 

(ft) By an apportionment of indirect charges according 
to the cost of labour, on each job. 

(c) By charging each job with an amount equal to a 
fixed percentage of the value of materials used, or the cost 
of labour, or on the total of bolh. 
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(9) Book-keeping Records. 

An account for each job, which is given a distinctive 
number, will be opened in a special ledger. This may be 
ruled in columnar form with columns on the debit side 
for Date, Particulars, Folio, Materials, Wages, Establish- 
ment Charges and Total. The credit side should have 
Date, Particulars, Folio and Amount. 

( а ) Materials from Store. These will be posted 
direct from the Stores Issued Book described in the Stores 
Record System. 

(б) Materials Charged Direct. Some advocate the 
posting of such items through the Stores Records ; in such 
case the entries will be as above. If they are not passed 
through stores, the entries may be posted in detail from 
the miscellaneous column in the Purchases Analysis Journal, 
the total of such items being treated in the main system. 

(c) Wages of Workmen. The wages sheets must be 
dissected according to the time records and the items 
posted to each job therefrom. The total of such wages 
will be shown in the Jobbing Works column of the Wages 
Analysis Book. 

( d ) Plant. Sundry articles may be charged direct, 
in which case the procedure will be as in (b). Apportionable 
charges will, when calculated, be journalized and posted 
therefrom to each job. 

(e) Carriage and Haulage. Most of these charges 
will be apportionable and treated in the same manner 
as in (i). 

if) Depot Charges and Administration Expenses. 
These will be treated in a sinular manner to (e); the 
information from which the Journal entries are written 
up will be provided from the control accounts attached 
to the main system. 

(g) Sundry Credits. Where stores are returned from 
the job these will be posted to the credit of the job from 
the Stores Received Book. * 
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The Job Ledger and the Journal are subsidiary books, 
but the Ledger when posted is capable of being balanced 
by the addition of a total account and its correctness 
ascertained. The whole of the jobs would then be taken 
out on a Summary Sheet and classified as to — 

Expenditure out of loans. 

Expenditure for departments chargeable to specified 
funds. 

Expenditure recoverable from private persons. 

This information will be required for making the 
necessary entries and transfers in the main system. 

(10) Incorporation into the System. 

The accounts to be operated upon in the Main System 
which should be attached to some specific fund, say the 
General District Fund, are as follows— 

{ a ) Wages Account. This is debited with the total 
wages paid each week. At the end of the financial year, 
or periodically, it will be credited with transfers to the 
respective heads of expenditure according to the Wages 
Analysis, the wages in respect of Cost Jobs being credited 
and taken to a Works Account in total. This latter 
amount will agree in total with the items journalized in 
detail and posted to the Jobbing Ledger. 

(b) Stores Account. This is an account in total of all 
materials passing through the Stores Records. It shows 
stock on hand at commencement, and purchases on the 
debit side. It is credited with transfers for stores used 
on ordinary maintenance and on jobs. The balance at the 
close of the year represents the value of stock on hand. 

(c) Haulage Account. Where the Local Authority 
owns its own wagons, etc., this account will be debited 
in respect of all charges for materials, labour, depreciation, 
etc. The total expenditure is apportioned according 
to the agreed charge, any profit on the account being 
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taken to reduce the charges falling upon the ordinary 
maintenance accounts. 

(<f) Plant Account. This account has, for its debit, 
value of plant at commencement and purchases during 
year. Transfers are credited in respect of plant used, 
usually taken on a percentage basis. The balance will 
represent the value of plant on hand, and should agree 
with the valuation. 

{e) Works Accounts. The whole of the operations are 
brought to the debit of this account and the final figures 
transferred to the respective heads of expenditure in the 
main system. It will be seen that the accounts for wages, 
haulage, stores ana plant have been closed with the ex- 
ception of the balances on the two latter accounts. As 
this Works Account contains a summary of the Jobbing 
Works the details are set out below. 

The entries to the debit will be — 

Wages transferred from Wages Account. 

Stores „ „ Stores Account. 

Plant „ „ Plant Account. 

Haulage „ „ Haulage Account. 

Administration Charges. 

Proportion of Salaries | Transferred from the re- 
Interest spective accounts to which 

Depot Charges they are originally debited. 

The above entries constitute all the charges for 
expenditure in connection with the works executed. 

The credits will consist of transferring the whole of the 
above expenditure to the proper accounts as under — 

Transfers in respect of expenditure on works carried 
out, viz. — 

Tramways Fund. Repairs to track. 

Private Street Works. High Street. 

Water Works Fund. Laying mains. 

Capital Account. Sanction £1,000 streets improve 
ments. 
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Sundry Persons. Sundry works recoverable. 

The credit should be set out in detail, either in the 
Ledger or in the Journal, giving in columnar form the 
wages, materials, plant and establishment expenses. 

The information necessary to make the above transfers 
will be taken from the Jobbing Works summary previously 
mentioned. The system outlined is not the only one in 
operation, but it has the merit of not being inconsistent 
with the principles laid down and in addition, has, to the 
author's knowledge, been successfully applied to the cost 
accounts of a corporation for many years. 

(11) Operating Costs. 

For the purpose of ascertaining the cost of working, no 
accounts are required other than those kept to supply the 
information for the Revenue Account of a trading under- 
taking. The information required is the relationship of 
the expenditure, in detail and in total, to the selected 
unit. If, for instance, it is the car mile of a tramway, the 
statistical records of the traffic department should furnish 
the total car miles run. The total of the expenditure is 
divided by that figure which would give the total operating 
cost per car mile. Each head of expenditure is merely 
the proportion of such total. 

The results obtained in respect of the trading 
undertakings are used for the following purposes — 

(a) Comparisons with other similar undertakings. 

(h) To fix the basis for charges or fares. 

(c) To emphasize waste in a particular item of 
expenditure in order to effect economies. 

In the case of mental hospitals the cost per head per 
week of each patient must be ascertained in order to fix 
the charges payable by the guardians and other 
institutions. 

There are other instances of costs required, for instance, 
.the cost per load of dust refuse removed by the Dust 
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Collection Department or the cost per ton of material 
destroyed by the dust destructor. The application of 
the unit basis, the comparison of charges, one year with 
another, or the utilization of percentages, will give the 
required information ; this, however, cannot strictly be 
said to be within the province of book-keeping. 




CHAPTER X 


ACCOUNTANCY PROBLEMS 

1. Depreciation in Municipal 5. The Preparation and the 

Accounts. Form of Balance Sheets. 

2. Rate Estimates. 6. The Form of Published 

3. Income Tax. Accounts. 

4. Wages and Deductions there- 

from. 

(1) Depreciation. 

To DEFINE depreciation is difficult» but for practical 
purposes it may be taken to mean tiie reduction in the 
exchangeable value of assets. Some writers limit the 
definition to wasting assets only, holding that Stock 
Exchange securities and the like are not wasting assets. 

This shrinkage in the value of an asset arises from various 
causes — 

(a) By wear and tear consequent upon its employment. 

(b) By effluxion of time as in the case of a lease. 

(c) By obsolescence, as in the case of some kinds of 
machinery. 

(d) By a fall in the market price of investments. 

This latter cause is not usually included, as it may only 
be a temporary shrinkage due to fluctuations of the market. 

The necessity for making adequate charges in the 
accoimts for depreciation is due to the fact that the loss 
is incident to the use of an asset for the purposes of 
earning revenue. It is a part of the cost of making profits, 
and as such should be charged against the revenue derived 
from its use. 

There is no easy rule for determining what the shrinkage 
in value has been during a given period, and none can be 
correct which does not take into consideration the following 
factors — 

• (a) The original cost of the asset. 

80 
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(fc) The probable cost of repairs and renewals. 

(c) The estimated life of the asset . 

(d) The scrap value at the end of its life. 

These factors are all subject to special considerations 
according to circumstances. There may be a wide differ- 
ence between original cost and original value ; there 
is a distinction between repairs and renewals which is not 
often taken into account ; the life of an asset, although 
estimated from experience, varies according to circum- 
stances in every case ; the scrap value of a machine has 
been known to exceed the original cost ; it is therefore 
unwise to dogmatize on this subject. The commercial 
accountant has to ^ if any provision has been made for 
depreciation, and if so, to consider whether, in his opinion, 
the amount provided is sufficient. 

In commercial accounts depreciation is considered in 
its relationship to three things — 

(а) The loss incurred by the use of the asset in earning 
profits. 

(б) The valuation of the asset as stated on the Balance 
Sheet. 

(c) The necessity of replacing the asset when its usefulness 
or value is nil. 

In the accounts of Local Authorities the application of 
the commercial arguments for an adequate provision 
to be made for depreciation is somewhat modified owing 
to two important differences — 

(a) So far as the Rating Funds are concerned, there is 
no question of using assets for making profits. 

(b) There is a legal obligation unposed upon Local 
Authorities to repay out of revenue the capital money 
raised for the purchase of the asset within the period of 
the sanction. The period is generally supposed to coincide 
with the probable life of the asset. 

It will be seen that some distinction must be made 

6— (176S) 
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between Rating Funds and trading undertakings, and the 
methods adopted and the reasons for their adoption are — 

(a) For Rating Funds. The Revenue Accounts being 
debited with the annual charges for loan repayments 
this is considered as sufficient. The replacement of assets 
will then be provided out of new loans, but as the old 
loans have been extinguished the financial position is the 
same as in a company where a depreciation fund has been 
built up to replace the asset without the issue of new 
capital. 

(b) For Trading Undertakings. Considerable con- 
troversy has taken place in respect of the different methods 
of dealing with the question of depreciation. They are 
stated below for what they are worth — 

(1) To charge against revenue in addition to loan 
repayments a sum sufficient to cover loss by depreciation. 
The ultimate result of this method will be, if we assume 
that the life of the asset coincides with the loan period, 
that at the end of such life the original loan will have been 
paid off and sufficient reserve created in the business to 
renew the asset at the same original price without recourse 
to further loans. 

(2) To charge against revenue a sum sufficient to 
cover depreciation, such sum being carried to the credit 
of a Depreciation Fund and the loan repayments debited 
thereto instead of to the Revenue Account. If the period 
of the loans coincides with the life of the assets this is 
merely playing with accounts. The effect would be the 
same as charging loan repayments only to revenue without 
any reference to depreciation. It might be, however, 
that the amount sft aside for depreciation is insufficient 
to cover the repayment of loans. The result of the method 
is that the asset would have to be replaced out of fresh 
borrowings. The objection to this method is that it 
strains the principles of book-keeping. A Depreciation 
Fund is a provision for the renewal of an asset, but if it is 
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utilized for another purpose — that of repayment of loans — 
it should at least be correctly named “ Redemption 
Fund." 

(3) To charge nothing against Revenue Account for 
depreciation, on the assumption that the contribution 
for loan repayments, which must be charged thereto, is 
equivalent to the provision for depreciation. The result 
attained here is, that if the asset is useless when the loan 
is repaid it can be replaced out of fresh borrowings. 

The last method is the one generally adopted, and as 
it does not possess the fallacies of the second method nor 
burden the undertaking with a double charge against 
profits like the first,*it may be considered as a commercial 
proposition — 

(а) The necessity for replacing the asset at the end of 
its life is met by the ability of the Local Authority to 
raise fresh loans when the original loans have been repaid, 
or even earlier. 

(б) The loss incurred by the use of the asset in earning 
profits, although not charged against profits, is equalized 
by the charge for loan repayments, which a commercial 
undertaking has not to bear, the financial result in both 
cases being the same. 

(c) The question of the valuation of the asset as stated 
on the Balance Sheet must be considered from the stand- 
point that the Balance Sheet of a Local Authority is 
prepared on the Double Account System and that there is 
no question of possible liquidation. There is some doubt 
as to whether many items of exjjenditure out of loans 
may be classed as assets at all, so* that the question of 
valuation is not important. It will be seen that the more 
important view is the amount of loan indebtedness attached 
to such outlay. 

Renewal Funds. In many cases where no attempt 
is made to provide for loss by depreciation reserves are 
created for the purpose of maintaining the assets in a 
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state of efl&ciency. All actual renewals are charged to 
this account. It will be seen that this has an important 
bearing upon the question of depreciation. Take, for 
instance, the case of a tramway track. If the track is 
being constantly renewed in parts as required, it is con- 
ceivable that at the end of the assumed “ life ” of the 
track it may possibly be in a better condition than 
originally. This work of renewal arises out of necessity 
and may be said to be a provision for meeting the loss by 
depreciation when it occurs. 

Tlie question of a suitable allowance for depreciation 
arises in the computation of profits assessable to Income 
Tax. This will be referred to under tfce heading of Income 
Tax. It also arises in computing the charges for haulage 
done by the Corporation. Motor wagons may be pur- 
chased and charged to a Suspense Account and a pro- 
portion charged each year to Haulage Account, a very 
conservative estimate of the probable life being taken. 

(2) Rate Estimates. 

The work of preparing the rate estimates is closely 
connected with the keeping of the ledger accounts. The 
necessity for analyzing the expenditure in order to provide 
the necessary information in respect of each spending 
committee has been previously referred to. The estimates 
which are in respect of a yearly or half-yearly rate are 
prepared in many ways. The following procedure is fairly 
general. 

(fl) Half-Yearly Estimates. Assuming that a rate 
is to be made to cover the net expenditure for the half- 
year ending 30th September, schedules would be prepared 
giving in columnar form the actual expenditure for the 
corresponding period of the previous year, and the estimates 
for the current half-year. This is sent to the head of the 
department concerned, who inserts in a third column 
the estimate of his requirements. In practice the chief 



ACCOUNTANCY PROBLEMS 


85 


book-keeper will furnish the information for certain 
known expenditure, as salaries, rates and taxes, loan 
charges, etc. The estimate is then submitted to the 
committee concerned for its approval. 

The whole of the approved estimates are then sum- 
marized by the chief financial officer, who submits them 
to the Finance Committee with his report as to the rate 
required. This committee, will, after modifying the 
estimates in any way, recommend to the Council the rate 
to be made. 

The amount required to be raised by rate will be the total 
sum of the estimated net expenditure, to which is added 
the estimated deficiAcy at the 31st March. If there is an 
estimated surplus it will, of course, be deducted. 

The estimated surplus is the amount by which the 
income from rates plus the actual surplus, if any, at the 
beginning of the half-year, exceeds the revised expendi- 
ture. The method of preparing the summary is given in 
Appendix F. 

It will be necessary for the Expenditure Ledgers to be 
balanced at the 31st December in order to obtain the 
actual expenditure for the quarter to that date. To this 
is added the estimated expenditure for the current quarter ; 
this will give the revised estimated expenditure for the 
current half-year, which is required in order to ascertain 
the estimated surplus or deficiency. 

(b) Yearly Estimates. As compared with half-yearly 
estimates yearly ones are not so scientific, and require 
greater care in their preparation. \ 

Assume that estimates are requirecl for the year ending 
31st March, 1946. 

The schedules in respect of each committee would be 
prepared giving in columnar form — 

(1) The actual expenditure year to 31st March, 1944. 

(2) Current estimate for the year to 31st March, 1945. 
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(3) Actual expenditure for 9 months to 31st December, 

1944. 

(4) Estimated expenditure for 3 months to 31st March, 

1945. 

(5) Revised estimate for the current year— total of (3) 
and (4). 

(6) Estimate for the year ending 31st March, 1946. 

The book-keeper will fill in the information for columns 

(1), (2) and (3). It is then sent to the head of the depart- 
ment concerned, who will fill in the information required 
for columns (4) and (6). The schedules presented to each 
committee for its approval need not contain columns 
(3) and (4) as this is merely a method of providing the 
information for column (5). 

The differences between the two methods are — 

(a) The half-yearly estimates are based on the actual 
expenditure for the corresponding period, whilst the 
yearly estimates are based on the revised current estimate. 

(b) The yearly method is open to the objection that, 
owing to the necessity for making a revised estimate of 
the current year, which is not subject to the approval of 
the committees, figures may be manipulated. 

Periodical Returns of Expenditure against 
Estimates. It is the practice in some towns for the 
committees to require monthly statements showing the 
progress of expenditure as compared with the estimate. 
The object of this is to exercise some control in order 
to prevent estimates Iwing overspent. 

The object is excellent but the difficulties of providing 
the information wilLbe apparent. 

The information of expenditure to date is prepared in 
different ways, the following being typical — 

(a) The total of accounts previously passed for pa 5 niient 
plus those being presented to the committee are taken to 
represent the expenditure to date. 
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(6) The above total plus any expenditure which can only 
be estimated. 

(c) The total of the official orders issued by each depart- 
ment plus certain expenditure, as for rates, taxes, gas, 
etc., for which no orders are issued. In order to obtain 
this information, counterfoils of all official orders are sent 
to the Accountant's Department. The department 
concerned states the estimated cost of each order and the 
head of expenditure chargeable. This information is 
posted to a memo, book ruled with columns for the 
respective heads of expenditure. 

Any method which is adopted depends absolutely upon 
the state of efficiency obtaining in the ledger department. 

(3) Income Tax. 

The assessment of Local Authorities for Income Tax 
is highly technical and has been exhaustively treated in 
Income Tax in Relation to Local Authorities, by F. Ogden 
Whiteley and Wm. Whittingham. The student is referred 
to this text -book. 

It is anticipated that in the near future certain alterations 
in the law will be made. At the present time the general 
principles in operation are — 

Under Schedule A. 

(а) On property owned and occupied by the authority; 
this is generally known as the Landlord's Tax. 

(б) On property occupied but not owned by the authority. 
The authority acts as collecting agents but may recover 
the tax by deducting it from the next payment of rent. 
Under Schedule B. 

In respect of lands in the occupation of the authority. 
It is known as the Farmer's Tax and is generally imposed 
in respect of Sewage Farms. 

Under Schedule C. 

In respect of interest upon investments in Government 
and Colonial securities. 
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Under Schedule D. 

In respect of bank interest, interest on loans, etc. 

In respect of profits of the trading undertakings. 

The three main points to bear in mind in respect of the 
preparation of the Income Tax Statement showing the net 
liability of the corporation are — 

(а) That full advantage is taken of all allowances 
chargeable against the profits of the trading undertakings, 
such as proportion of establishment expenses, etc. 

(б) That all other " set offs are properly brought into 
account in addition to the “ set off from the trading 
undertaking allowed against the Rating Fund assessment. 
It should be part of the chief book-keeper's duty to see 
that a register is correctly entered up showing all taxes 
paid whether by deduction or otherwise and all tax deducted 
from interest on loans, etc. 

(c) That with regard to the trading undertakings the 
proper allowance for depreciation is obtained. 

(4) Wages and Deductions therefrom. 

A considerable amount of work is thrown upon the 
staff of the Finance Department in connection with the 
payment of wages and salaries. The deductions in many 
cases comprise most of the following — 

(a) National Health Insurance. 

{b) Unemployment Insurance. 

(c) Superannuation Fund Contributions. 

(d) Income Tax deductions (Staff Scheme). 

(«) Deductions for pavings Certificates. 

In addition to the work involved, information is required 
by the Inspector of Taxes as to the annual salaries and 
quarterly wages for each man liable to tax. It will be 
found advisable to keep a salaries book ruled for each month 
in respect of salaries, and for all other cases a card record 
of the weekly earning. 



ACCOUNTANCY PROBLEMS 


There is no particular difficulty presented, but the 
student is reminded that the formulation of any good 
system for the payment of wages must take into con- 
sideration the immense amount of work entailed with 
respect to deductions and the information required by the 
Inspector of Taxes. 

(5) Preparation and Form o! Balance Sheets. 

There is a great diversity of opinion as to the form of a 
Balance Sheet. An attempt was made by the Institute 
of Municipal Treasurers to remedy the obvious defect of 
publishing Balance Sheets for similar undertakings in 
various forms which make comparisons difficult. The 
standardized forms published by the Council of the 
Institute, although not adopted generally, have served as 
useful models. 

The Double Account System, which has for its object 
the division of the Balance Sheet into two portions, the 
first relating to loans and expenditure thereout, and the 
second portion to the ordinary Revenue Account balances, 
has been prescribed by the Board of Trade for electricity 
undertakings. The reason for this method of division 
applies to the Balance Sheets of every fund of a Corporation 
so that there is no objection to one main feature being 
applicable to all. 

The same results can be obtained if the capital portion 
of the Balance Sheet is sub-totalled instead of the balance 
being carried from one portion to another, and this form is 
accepted by the Board of Trade in lieu of the prescribed 
form. 

There are one or two rules which jnay be observed with 
advantage when considering the form of a Balance Sheet — 

(а) The assets should be grouped ’properly under their 
respective classes. 

(б) There should be a sub-division of classes of assets 
sufficient to present a clear view of t6e state of affairs. 
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{c) The assets should be marshalled in some logical order, 
starting with the fixed assets and following on with the 
floating assets in their natural order of realization. 

(d) Tangible and intangible assets should be separately 
shown. 

{e) So far as possible any change in the book value of 
assets should be recorded on the Balance Sheet by addition 
or deduction. 

Tliere are one or two minor points which the student 
should settle in his mind one way or the other — 

(а) The sides of the Balance Sheet should not be headed 
“ Liabilities ” and " Assets,” the natural conclusion 
being that all items falling under those^respective headings 
are such. 

(б) Capital expenditure should be set out in columnar 
form, giving the outlay at commencing, outlay during the 
year, and total to date on each respective head. 

(c) Loans outstanding should contain the details of the 
stock represented in the amount owing to the Loans Fund, 

(d) In the place of ” Excess of Assets and Capital Outlay 
over Liabilities ” it is suggested ” Provision made to date 
towards Capital Outlay.” 

These are the writer s own opinions and the underlying 
reason for stating them is to emphasize the fact that a 
Balance Sheet should be as intelligible as possible to 
members of the Council and ratepayers. 

The Aggregate Balance Sheet is a summary in Balance 
Sheet form of all the Balance Sheets of a Corporation 
and should represent the general financial position. It 
should not contain any items which are not to be found 
on any specific Balance Sheet. The writer prefers the 
form set out in the Appendix, this being convenient for 
grouping the items in a way that can be traced to the 
specific Balance Sheet. The Appendix contains a series 
of Balance Sheets which are summarized into an Aggregate 
Balance Sheet. 
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(6) The Form of Published Accounts. 

The published accounts of Local Authorities are perhaps 
the best illustration of the need for some attempt at 
uniformity. 

The differences exist in relation to two things— the 
contents and the order of the contents. 

There is a certain minimum of information which any 
abstract of accounts should contain, viz.— 

(a) In respect to each fund. 

Revenue Account. 

Details of Capital Expenditure. 

Balance Sheet. 

{b) The Aggregafe Balance Sheet. 

(c) Report of the Financial Officer. 

((t) Report of the Auditors. 

The following information is desirable — 

{a) Statement of Loan Borrowings and Outstanding 
Debt. 

(b) Tables of Rateable Value, Population, Rates made, 
etc., covering a period of one year. 

(c) Local Trust Accounts and Overseers’ Accounts. 

An examination of a number of abstracts will suggest 
that the order of contents is governed by the order in which 
each fund is balanced. This is not a very good method 
to adopt. 

The following order is suggested as being a practical 
solution based as near as possible on a logical sequence — 

(a) The Report of the Financial Officer. 

(5) The Aggregate Balance Sheet. 

(c) The Revenue Accounts and Balance Sheet of each 
Rating Fund. 

(d) The Revenue Accounts and balance Sheet of each 
Trading Undertaking. 

(e) The Revenue Accounts and ^ance Sheets of other 
Funds, including Education and Mental Hospital Accounts. 
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(/) Stock Redemption Funds and Balance Sheets. 

(g) Overseers and other Local Accounts. 

(h) Loan Statements and statistical information. 

(f) Auditors' report. 

It will be noticed that the Aggregate Balance Sheet is 
put first. The reason for this is that it shows the general 
financial position of the Corporation and is closely related 
to the report of the Financial Officer. From the public 
readers’ standpoint the report and the Aggregate Balance 
Sheet contain a bird's-eye view of the financial position. 

The Rating Funds Revenue Accounts, in addition to 
the detailed accounts, might be set out in summary form 
on one page. 

Every fund which is financed through the Loans Fund 
should precede that fund ; this will bring the Education 
Accounts and the Visiting Committees Accounts before 
and not after it. 

It is advisable to make the abstract as concise as possible 
and to eliminate anything in the nature of padding. 
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MODERN DEVICES FOR BOOK-KEEPING 

1. Tabular Ledgers. 5. Adding Machines and 

2. Loose Leaf Ledgers. Calculators. 

3. Card Systems. 6. Filing Systems. 

4. Slip System. 

A SKILLED book-keeper in order to put his knowledge 
into effect should, in addition to being thoroughly con- 
versant with the underlying principles of book-keeping 
and the particular ^application of those principles to the 
class of accounts required by a Local Authority, possess 
some information about modern methods which can be 
adapted to the requirements of the book-keeper. 

It has been thought advisable to make one or two 
suggestions in this volume owing to the fact that the work 
of the book-keeper in many places has been hampered by 
prejudice and foolish objection to change of any kind. 
There are many offices even to-day where the ledgers are 
of the most elementary description. On the other hand 
it is not unusual to find in other offices new things being 
adopted simply because they are new, without regard 
to their proper use and economy. It is well before adopting 
anything new to apply one or two rules in order to make 
a wise decision — 

(a) Will the new device or altered form economize the 
cost of printing and stationery ? 

{b) Will its adoption have the effect of reducing the 
amoimt of clerical work entailed ? 

(c) Will the result be a more efficient record of accoimts ? 
We have passed the day when mere academic discussions 
are the only result of new ideas; the question of advantages 
or disadvantages of any particular method need only be 
raised, not in regard to its general application but to 



d4 


MUNICIPAL BOOK-KEEPING 


its particular application to the specific requirements. 
Some of the things to be mentioned later are not by any 
means new except where they have never been used 
before. I should like to say a word as to the advisability 
of using extreme caution inasmuch as the application of 
a right method to a wrong purpose may entail loss of 
money and general dissatisfaction. 

The primary books of account consisted of ledgers and 
cash books with single columns for cash, and in order to 
cope with the increasing number of accounts to be recorded, 
they developed on the old lines to bulky and unwieldy 
volumes which, though impressive looking, were exceedingly 
difficult to handle. , 

(1) Tabular Ledgers. 

One of the first improvements designed to remedy the 
ancient system was the extension of the page by the 
addition of several columns. Columnar books are now a 
recognized feature of any office : general examples one 
could mention are the Rate Book, the Electricity Con- 
sumers' Rental, Expenditure Analysis Books, etc. The 
effect of the adoption of this principle in the Electricity 
Consumers' Rental is that it is possible to get as many as 
thirty Consumers' Accounts on one page instead of one, 
without any corresponding loss of information. It is not 
necessary to labour the point ; this principle has an immense 
advantage where it can be properly applied and it is only 
necessary to point out one instance where there still seems 
to be a variety of opinions and diversity of practice. In 
many corporations for each account there is a separate 
Pass Book at the bank and a separate Cash Book in the 
office ; the argument put forward to justify this seems to be 
that it puts certain work upon the bank clerks which 
would otherwise be done in the office, and that it facilitates 
the calculation of bank interest. It has, however, been 
found to work very ^ell in practice to reduce the number 
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of accounts at the bank and in their place to adopt a 
columnar Pass Book, the analysis of receipts and payments 
being performed in the office of the Local Authority. 
The Cash Books are combined with similar columns; 
this has the effect of dispensing with an undue number of 
books to be kept by one particular clerk and incidentally it 
pools the cash at the bank in respect of the cash accounts 
amalgamated. In large corporations the work entailed 
in apportioning bank interest already exists, it being the 
practice of the bank to keep a Daily Balance Book in 
respect of all the accounts, the interest being charged or 
allowed upon the net total. This illustration will serve 
our purpose in pointing out that the mere evasion of work 
is no good reason for not adopting the principle, and that 
it certainly does not tend to efficiency. 

(2) Loose Lea! Ledgers. 

A Loose Leaf Ledger has a permanent binder from 
which the leaves can be released when necessary. There 
have been very strong objections made to its use upon 
account of the detachabihty of its leaves. It is very 
difficult to ascertain from those who object why anyone 
in a large office should wish to remove the leaves, but 
assuming that the object were to facilitate fraud this can 
be adequately safeguarded against by a proper control 
of the ledgers and the locking devices. These ledgers are 
eminently suitable for those groups of accounts which 
can be sub-divided into accounts which are practically 
continuous and those which are temporary. Trades- 
mens' Creditors Ledgers are a good example of this. Instead 
of a bound book with balances being carried forward 
to different pages, each account, however large it may 
grow, will remain in its original place in the index by the 
substitution of additional leaves when necessary. The 
other advantage is that Dead Accounts and dead pages of 
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Live Accounts may be removed periodically, the benefit 
of which will be apparent to any book-keeper. 

It is curious that the greatest objection has been raised 
against the adoption of Loose Leaf Books for cash records. 
Generally speaking, there does not seem much advantage 
to be claimed by adopting the principle for a Cash Book, 
except in exceptional circumstances, where it is necessary 
to have the loose leaf for the purpose of recording the cash 
items, as will be referred to later on. 

(3) Card Systems. 

The principle underlying the use of Card Ledgers is 
the same as that for Loose Leaf Ledgers, the cards in 
the place of loose leaves being kept in drawers. This 
method has been adopted for electricity consumers in some 
places, but it appears more convenient for records which 
are not strictly part of the main system. For instance, 
records of wages paid to each individual which are required 
for income tax returns may be conveniently kept by this 
method. Practically all the necessary records which must 
be kept in connection with Motor Car Registration and 
Local Taxation licences will be found most convenient in 
this form. 

(4) Slip System. 

This S5^tem of book-keeping has been largely adopted 
in conunercial businesses of recent years. The principle 
is that of using a slip or docket as a medium from which 
original entries may be posted direct to the accounts in 
the Ledger. This practice has been adopted by banks 
for many years. In commercial houses the slips, which 
are numbered, are attached to the sales notes and the 
posting therefrom made direct to the Debtors Ledgers 
and the credit taken to the Sales Account. This has the 
effect of cutting out* of use the Sales Journal. 
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In connection with Municipal Accounts the method 
can be applied to Tradesmen's Accounts, the posting 
being made direct to the credit of the Personal Account 
and the debit direct to the Expenditure Account . This has 
the effect of dispensing with the Expenditure Anal 5 rsis 
Book. A method which is even shorter, although it 
infringes the rules of double entry book-keeping, is to 
enter the cash pa)nnents book from the slip attached to 
the invoices and debit the expenditure accounts. This 
cuts out the personal accounts, it being claimed that 
the invoices themselves, which are filed, constitute 
the personal record. Although it does not appear likely 
that the slip systenrt? will ever be adopted to any large 
extent in connection with the accounts of local authorities 
it is somewhat difficult to show why it should not be, 
in the face of the advantages claimed, viz. — 

(а) The reduction in the number of books required. 

(б) The consequent economy in labour and printing. 

(c) The ready reference to the original invoices. 

(i) The reduction of the possibility of error, there being 
no intermediate entries between the Ledger and the 
invoice. 

(e) The facilities for promptly posting the items. 

It must be said, however, that this method cannot be 
applied to all classes of accounts, and need only be con- 
sidered in comparison with other methods which claim the 
same advantages. 

(5) Adding Machines and G^culators. 

There is no work performed in st book-keeping offtce 
which is more generally disliked or more costly to perform 
than additions and calculations without the aid of machin- 
ery. One would naturally conclude that any machine 
which required no mental effort to work, which was 
absolutely accurate, and which claimed as its chief 
advantage speed, would have been adopted imiversally. 
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Before adopting an adding machine the chief thing 
to be considered is whether there is sufficient work to 
justify its purchase. This depends upon what use can 
be made of it, and the following suggestions are made 
from experience — 

(a) Rate Work. In any town having 10,000 rate 
assessments the work of the rate staff in adding and 
balancing the various columns of the rate books can be 
enormously reduced. 

{h) Ledger Work. A very useful work which can be 
done is the extraction of ledger balances at any time. 
A machine which will list the figures of both debits and 
credits and give the totals with one 'pull of the crank will 
appeal to any book-keeper who has had to work on the 
old method. 

(c) Cash Receipts. We will assume, for instance, that 
the collection of the rates and other income is centralized, 
and the whole of it comes in direct to the Town Hall. 
A very large percentage will be received through the post 
and in this connection very useful work can be performed 
with the aid of an adding machine. Take for instance the 
rates. The letters when opened will be sorted into various 
groups, those relating to rates being one. The demand 
notes which generally accompany the remittances are 
handed over to the adding machine operator. By an 
adaptation of the loose leaf system for the Rates Cash 
Book it is possible to place the leaf in the machine and to 
type thereon the Assessment Number, Amount of Poor 
l^te. General District Rate, Water Rate, Costs and Total. 
The machine will not only cross cast each line but give the 
final total. In the meantime the cheques, etc., are being 
entered up in the paying-in books, and on completion the 
totals of the Cash Sheet and the paying-in sheet are agreed. 
The money is then paid straight into the bank and the 
Cash Sheet with th,e demand notes, etc., sent to the Rates 
Office. 
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The advantages will be apparent to anyone who has been 
struggling with the old method. The cash books are 
legibly written up by someone who does not touch the 
cash, the money is paid promptly into the bank and the 
postings are subsequently made and the receipts issued 
promptly and in a manner which will effectually prevent 
misappropriations and fraud. 

A calculator differs from an adding machine in so far 
that it does not print and that it is adapted for calculations 
involving not only addition but division, multiplication 
and subtraction. It can be used for checking extensions 
of items on accounts and in conjunction with an adding 
machine is invaluaBle for purposes of statistical work 
involving averages and percentages. 

In addition to the foregoing there are numerous devices 
for saving work and ensuring accuracy which, though 
they are not directly connected with the work of book- 
keeping, have the general effect of maintaining the efficiency 
of the office. The addressing machine, for instance, can be 
made to act as a check upon accounts rendered. These 
may, therefore, be considered, in addition to the general 
advantages claimed for them, as automatic checks upon 
the book-keeper. 

(6) Filing Systems. 

In order to save confusion and delay it is absolutely 
necessary that some attention should be given to the 
method of filing. The old system of tying up accounts 
when paid into brown paper parcels is hopeless from an 
efficiency point of view. Accounts ’when passed by the 
respective committees are handed to 'the book-keeper for 
analysis and entry, and very often afterwards are seen 
lumbering up the ofl&ce in unsightly heaps. There arc one 
or two things which are often forgotten— 

(a) Invoices are frequently required for reference in 
cases of dispute. 
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(6) Accounts rendered go astray and duplicates may be 
required. 

(c) The whole are required for production at audit. 

It will be seen, therefore, that the S 5 rstem required is 
one that will enable the book-keeper readily to find an 
invoice or account when required, and in addition all 
correspondence in relation to the accounts. 

The Slip System is in itself a method of filing invoices 
in a way which is excellent. In practice it is usual to fix 
the monthly lots of accounts together in the order of 
submission to committee ; when an account is required 
this necessitates a reference to some book in order to find 
it. Where personal accounts are kept there should be no 
difficulty in filing the invoices away in alphabetical or 
ledger order. 

It has not been thought necessary by the writer to do 
more than impress upon the book-keeper that the practical 
side of book-keeping is necessarily associated with methods 
and machinery, just as the art of the painter is associated 
with the best methods of mixing the colours, etc. The 

qualification of a book-keeper must include a knowledge 
of methods and the reasons for their adoption. 



CHAPTER XII 


THE EXAMINATION OF THE INSTITUTE OF MUNICIPAL 
TREASURERS AND ACCOUNTANTS 

1. The Scope of the Examina- 3. A Review of the Examination 

tion. Questions on Book-keeping. 

2. Books recommended for 

Study. 

The finance ofi&ce of a Local Authority offers to the youth 
who enters therein two alternatives—a monotonous, unim- 
aginative, humdrum existence with the prospect of regular 
employment at a moderate salary, or progress and ultimate 
attainment to the ^wsition of chief Financial Officer. 
It all depends upon his willingness to study and qualify. 

There is no doubt that a junior clerk is well advised to 
first of all read and sit for the book-keeping examination 
of the Chamber of Commerce or the Society of Arts. This 
with due attention to commercial arithmetic, will give 
him an immense advantage in the early stages of his 
career ; he may then with every confidence turn his attention 
to the examinations of the Institute of Municipal Treasurers 
and Accountants. 

(1) The Scope of the Examination. 

The examinations, which have for their object that of 
equipping and training financial officers, are divided into 
the following— 

1. Preliminary. English, Mathematics, English History, 
and Geography. 

2. Intermediate. General Commercial Knowledge, Book- 
keeping, Local Authority Finance, Auditing, and Law. 

3. Final. Advanced Accountancy, Local Authority 
Finance, Auditing, General Commercial Knowledge, and 
Municipal Law. 

4. Honours. Economics, Commerce and Finance, 
Statistics and Banking. (This examination is optional.) 

101 
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We are in this volume concerned only with the second 
subject, that of book-keeping. It is pointed out in the 
syllabus that for the Intermediate Examination a sound 
knowledge of the principles of double entry book-keeping 
and their practical application to the various accounts 
(including trading undertakings) of Local Authorities 
will be required. For the Final Examination a thorough 
practical knowledge of the higher branches of book-keeping 
and accountancy will be required, and of modern methods 
of keeping and preparing accounts of all classes of Local 
Authorities, including trading undertakings. 

It will be recognized that these requirements have 
influenced the writer. 

(2) Books Recommended for Study. 

The books recommended for study include Allcock's 
Municipal Accounts, Eckersley's Urban District Council 
Accounts, and Collins's Organization and Audit of Local 
Authorities' Accounts. The first two deal mainly with 
explanations of forms of accounts, in so far as they touch 
book-keeping as a subject, and the latter contains an 
excellent compendium of the many systems in operation, 
reports of Departmental Committees, together with a 
detailed system of audit control. 

The remainder are publications on commercial book- 
keeping which only incidentally refer to the accounts of 
local authorities. 

In order to help the student, perhaps the better plan is 
to show him what he actually must know and the best 
means of obtaining that information without waste of 
time spent in skimming all sorts of booksv 

It must be remembered, however, that a knowledge of 
the principles of double entry is required, and this is tested 
by questions set in commercial book-keeping. The student 
may choose his own text -books in this subject, of which 
there is a plentiful supply, but it is in the practical 
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application of those principles to the accounts of Local 
Authorities that he may find some difficulty in 
obtaining his information. 

(3) A Review of the Examination Questions on 
Book-keeping. 

In looking through the past examination papers some 
useful information on this subject may be gathered. The 
following are a few points worth considering — 

(a) Exercises involving the preparation of Profit and 
Loss or Revenue Accounts and Balance Sheets. 

These may be classified into — 

(1) Commercial. These have included the accounts 
of a sole trader, partnership accounts and the accounts 
of joint stock companies. It is quite obvious that a 
knowledge of commercial accounts is required to answer 
such questions and the student can make his own choice 
of a suitable text -book. It is important, however, that he 
should not neglect this side of the subject and it is for that 
reason that I have previously urged the advantage of 
sitting for the examinations of the Society of Arts and 
Chamber of Commerce. 

(2) Trading Undertakings. These relate to gas, 
water, electricity, tramways, etc., and may be studied 
from the standpoint of the differences which exist in the 
accounts of Local Authorities’ undertakings and those 
owned by Commercial Companies. The information 
concerning the latter can be obtained from special publica- 
tions, but most books on advanced book-keeping contain 
all that is necessary. For infosmation concerning the 
former much can be obtained from^the published abstracts 
of accounts of representative towns. The differences 
in the form of accounts consist mainly in connection 
with the Capital Accounts and Loan Repayments. 

(3) Rating AND Other Funds. There has only been one 
way to get the information necessary to answer questions 
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involving Balance Sheets on such subjects as District 
Funds, Loan Fund or Lunatic Asylums, and that is from 
actual experience or the study of published abstracts of 
accounts. This is of course supplemented by such 
information as can be given by a coach. 

(6) Questions involving a knowledge of the theory of 
double entry book-keeping. 

Certain problems are stated and the student is asked to 
give the necessary book entries. The theoretical know- 
ledge required can be acquired from the study of any 
up-to-date work on book-keeping. The difficulty, however, 
lies in the application of general principles to particular 
instances which only apply in municipal accounts. It 
is here that the close connection with commercial accounting 
is to be seen. The student must have the imagination 
to find municipal examples by which to test and apply 
the rules given in commercial accounts. 

(c) Questions involving the knowledge of Local 
Government Law. 

Unquestionably the greatest difficulty in connection 
with the study of municipal accounts is the acquisition 
of the necessary information in order to correctly apply 
the legal restrictions. Generally speaking, every act of a 
local authority must be sanctioned by some Act of 
Parliament, Order in Council, or Regulations issued under 
an Act. The book-keeper must have a working knowledge 
of the financial provisions of such Acts, etc., in so far as 
they bear upon the following points— 

(а) The fund out of which expenses are to be defrayed. 

(б) The limit imposed upon such expenditure. 

(c) The prescribed order (if any) in which the accounts 
must be prepared and submitted. 

(d) The powers of raising rates. 

(e) The extent of borrowing powers and the limit of 
capital expenditure. 

The writer has intentionally eliminated as much as 
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possible of this legal element in the previous chapters in 
order to present a statement of the book-keeping points 
quite apart from statutory conditions. Some questions 
demand of the student specific details of certain Acts being 
committed to memory. Take the following — “ What are 
the main items of Receipt and Payment in the Exchequer 
Contribution Account of a County Borough ? Briefly 
explain each item.** The only way to be prepared for 
such a question is by taking the Local Government Act 
of 1888, and amending Acts so far as they relate thereto, 
and making notes of all the financial provisions in detail 
and committing them to memory. 

In practice, howqver, no one trusts to memory and it is 
of extreme importance that in addition to a general 
knowledge of the financial provisions of the local statutes 
one should very definitely know where to refer in all points 
of dispute. The main statutes which relate to the con- 
stitution, power and duties of various Local Authorities 
in England are as follows — 

Municipal Corporations Act, 1882. (All Boroughs.) 

Local Government Act, 1894. (Urban Districts, etc.) 

Local Government Act, 1888. (Counties and County 
Boroughs.) 

London Government Act, 1899. (Metropolitan 
Boroughs.) 

The Public Health Acts, 1875, etc. 

The Public Health (London) Act, 1891. 

The Education Acts, 1902-1918. 

In addition to the above there are the adoptive Acts, the 
statutes which regulate the trading undertakings, and a 
large number of small Acts which may or may not apply to a 
particular authority. It is also well to remember that many 
large towns exercise powers imder their own local Acts. 

The question of the accounts of Local Authorities has 
been the subject of departmental enquiry, and the 
publications given on page 106 contain useful information. 
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Report of Departmental Committee on Accoimts of 
Local Authorities, 1907 (Cd. 3614), 

Report of the Joint Committee on Municipal Trading, 
1912. 

Report of the Select Committee on the application of 
Sinking Funds in exercise of borrowing power, 1909 
(H.C. 193). 

Local Authorities Borrowing Powers, 1913 (H.L. 179). 

Final Report of the Departmental Committee on Local 
Taxation. 1914 (Cd. 7315). 

With regard to the powers and duties of overseers, 
all the necessary information will be found in either 
Knight’s or Mackenzie’s Overseers* Manual. By far the 
best summary of rates made and expenses chargeable 
thereto is to be found in the first eighty pages of the 
appendix to Minutes oj Evidence (Vol. I), Royal 
Commission on Local Taxation (C. 8764). 

In addition much valuable information has been 
published from time to time in the shape of lectures 
delivered to the various students’ societies connected with 
the Institute of Municipal Treasurers. 

It may well cause the prospective student to stagger 
when he contemplates what is before him. I should like 
to say that although these difficulties, when considered 
in the bulk at a distance, may appear to be very formidable, 
they can be surmounted by the steady application of 
specific study piece by piece. The greatest asset a student 
can possess is the habit of reasoning out why things are 
done in such a way. The solution of his queries may not 
satisfy a reasonable mind as many things are done simply 
because a certain Act of Parliament says so. 

In conclusion the writer is of opinion that there is no 
legislation existing -at the present time which would 
definitely prevent the application of the principles of 
double entry book-keeping to the accounts of Local 
Authorities. 



APPENDICES 

A. Balance ^eet of Rating Fund. 

B. Balance Sheet of Trading Undertaking. 

C. Balance Sheet of Consolidated Loans Fund. 

D. Balance Sheet of Mortgage Loans Fund. 

E. Aggregate Balance Sheet. 

F. Summary of Estimate for General District Rate. 


107 



108 


MUNICIPAL BOOK-KEEPING 


APPENDIX A. 


BOROUGH FUND 
31st 


CAPITAL ACCOUNT. 

Original Stock 

To Consolidated Loans Fund — Allocation. Extinguished 

by Transfer. 


1st Issue of 3% Redeemable 
Stock .... 
2nd do. do. do. 

1 

100.000 

208,500 

£ 

15.000 

10.000 

£ 

85,000 

198,500 


308,500 

25,000 

283,500 

Transferred Stock— 




3rd Issue .... 



20,000 

Mortgage Loans Fund — 



303,500 

Loans Allocated 

Less Repaid . 

Provision made to date towards 
Capital Outlay — 


48,000 

2,000 

46,000 

Loans repaid 

Permanent Works paid for 
out of Revenue 
Consolidated Loans Fund — 
Stock Extinguished by 
Transfer 

Sinking Funds 


2,000 

2,000 

25.000 

60.000 

89,000 


438,500 


REVENUE ACCOUNT. 


To Sund^ Creditors . / 

„ Cash Overdrawn . 


7,000 


3,000 

„ Suspense A/c Income Tax 


2,000 

Revenue Sarp.u.j,^‘“ 

1,500 

500 


— 

2,000 


14.000 

;£452.500 
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MARCH, IS— . 


CAPITAL ACCOUNT. 




Outlay at 

Outlay 

Total 

By Property and Capital Outlay 

Beginning 
of Year. 

during 

Outlay. 


Year. 


£ 

£ 

i 

Municipal Buildings 

100.000 

100,000 

Police Stations . 

35,000 

10.000 

45,000 

Mental Hospitals 

200.000 

— 

200,000 

Law Courts 

25,000 

— 

25.000 

Judges' Lodgings 

1.000 

— 

1,000 

Costs of Stock Issue . 

2.500 


2,500 

Cost of Local Acts . 

• 

3.000 

2.000 

5,000 


366.500 

12.000 

378,500 


„ Consolidated Loans Fund — 

Investments and Cash 60,000 


438,500 


REVENUE ACCOUNT. 

By Sundry Debtors • . 9,^10 

„ Sundiy Officers* Petty Cash 25 

„ Suspense Accounts . . 465 

,, Ex^equer ContributiOi:l A/c 3,700 

» 14,000 


;^452.500 



no 


MUNICIPAL BOOK-KEEPING 


APPENDIX B. ELECTRICITY FUND 

dlST 

CAPITAL ACCOUNT. 

Original Stock 

To Consolidated Loans Fund — Allocation. Extinguished 



by Transfer. 

/ 

2nd Issue 3% Redeemable 

i L 

£ 

Stock .... 

91,500 — 

91,500 

3rd Issue do. do. 

170,500 20,000 

150.500 


262.000 20.000 

242,000 

Transferred Stock — 



1st Issue 

15,000 


2nd Issue 

c 10,000 

25,000 

267,000 

Mortgage Loans Fund — 


Loans Allocated 

40,000 


Less Repaid . . • 

5,000 




35,000 

Provision made to date to- 


wards Capital Outlay — 
Loans Repaid . 

Permanent Works paid for 

5,000 


out of revenue 

Consolidated Loans Fund — 

5,000 


Stock extinguished by 



Transfer 

20.000 


To Sinking Funds 

50,000 



80,000 


382,000 


REVENUE ACCOUNT. 

To Sundry Creditors — 

Trade Accounts ^ . 20,000 

Deposit Accounts «. . 2,000 

22,000 

„ Reserve Funds — 

Last Account . 2S,000 

Add Net Profits f6r year , 5,900 

30,900 

52,900 
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BALANCE SHEET. 
MARCH, 19—. 


CAPITAL ACCOUNT. 



Outlay 

Outlay 

Total 

By Property and Capital Outlay — 

Beginning 

during 

Outlay. 


of Year. 

Year. 



i 

i 

£ 

Land .... 

1,500 


1,500 

Buildings .... 

40,000 

5,000 

45,000 

Machinery and Plant . 

60,000 

2,000 

62,000 

Direct Current Plant . 

50,000 

— 

50,000 

Mains .... 

100,000 

7,000 

107,000 

Services .... 

50,000 

— 

50,000 

Meters .... 

2,000 

— 

2,000 

Accumulators 

3,000 

— 

3,000 

Instruments .• 

5,000 

— 

5,000 

Tools .... 

4,000 

— 

4,000 

Costs of Issue . 

2,500 

— 

2,500 


318,000 

14,000 

332,000 

„ Consolidated Loans Fund — 




Investments and Cash 



50,000 



382,000 

REVENUE ACCOUNT. 

By Debtors — For Current supplied 

40,000 

„ Sundry 

600 


40,800 

„ Stores on hand . 

, 12,000 

„ Petty Cash in hands of Officer 

100 


52.900 


;^434.900 
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APPENDIX C. 

CONSOLIDATED 

BALANCE 

31st 


Stock 

Stock 

Balance 


3 per cent. Redeemable Issued 

Trans- 

Out- 


Stock. and Trans- 

ferred. 

standing. 


ferred. 

i 

First Issue . 100,000 

i 

15,000 

£ 

85,000 

£ 

Second Issue . 300,000 

10,000 

290,000 


Third Issue . 170,500 

20,000 

150,500 


Stock Transferred 45,000 

— 

45,000 


615,500 

45,000 


570,500 

Redemption Fund — 

Balance brought forward 

• 

80,000 


Accumulations during year 

. 

30,000 



110,000 

;^680,500 

Note. — ^Allocation of' Sinking Fund 
Accumulations — 

I 

Borough Fund . . . 60,000 

Electricity Fund • « . 50,000 


^ 110,000 
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LOANS FUND 
SHEET. 
MARCH, 19—. 


By Allocation of Loans — 


Borough Fund . 

. 303,500 

£ 

Electricity Fund 

• 

. 267,000 

570,500 

Redemption Fund — 

Investments : Loans 

to other Local 


Authorities 

. 90.000 


Cash in hand .* 

. 15,000 


Interest accrued 

5,000 

110,000 

;^680.500 


M17S3) 12 pp. 



114 


MUNICIPAL BOOK-KEEPING 


APPENDIX D. 


MORTGAGE 

BALANCE 

31st 


To Sundry Mortgages — 

For balance of loans outstanding secured 
on Mortgage . . , . • 

Unclaimed Interest Warrants , 


86.000 

25 


£86.025 
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LOANS FUND 
SHEET. 
MARCH, 19—. 


By Balance of Loans Appropriated — 
Borough Fund 
Electricity Fund 

Cash in hand — 

Current Account 
Interest Account 


i i 

46.000 

35.000 

81,000 

5,000 

25 

5,025 


/86.025 
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AGGREGATE 

31st 


APPENDIX E. 


LOAN AND CAPITAL ACCOUNTS. 


Three per cent. Redeemable Stock — £ £ 

Borough Fund . . 303,500 

Electricity Fund . . 267,000 


Sundry Mortgagees — 

Borough Fund . 46,000 

Electricity Fund . . 35,000 

Unappropriated . . 5,000 


Provision made to date towards 


Capital Outlay — 
lx>ans repaid : 

Borough Fund 2,000 

Electricity Fund . 5,000 

Stock Extinguished by Transfer : 

Borough Fund 25,000 

Electricity Fund 20,000 

Sinking Funds : 

Borough Fund • . . 60,000 

Electricity Fund . . 50,000 

Capital Expenditure out of 

Revenue : 

Borough Fund . 2,000 

Electricity Fund . . 5,000 


7,000 

45,000 

110,000 

7,000 


REVENUE ACCOUNT. 


Sundry Creditors : 
Borough Fund 
Electricity Fund 
Mortgage Loans Fund 

Reserve Fund : 

Electricity Fund 
Cash Overdrawn : 

Borough Fund 
Suspense Account : , 

Borough Fund 
Revenue Surplus : 
Borough Fund * . 


7,000 
. 22,000 
25 

29,025 

30,900 

3.000 

2.000 
2,000 


I 

570,500 

86,000 


169,000 

825,500 


66,925 


;£892L425 
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LOAN AND CAPITAL ACCOUNTS. 


Capital Expenditure — 

£ 

£ 

Borough Fund 

. 378,500 


Electricity Fund 

. 332,000 

710.500 

Stock Redemption Fund — 

Investments 

. 90,000 


Cash in hand . 

15,000 


Interest Accrued 

5.000 

110.000 

Mortgage Loan Fund — 

Cash in hand 


5,000 


825.500 

REVENUE ACCOUNT. 


Sundry Debtors; 



Borough Fund 

Electricity Fund 

Stores on hand ; 

9,810 

40,800 

50,610 


Electricity Fund 

Petty Cash in hand : 


12,000 

Borough Fund 

25 


Electricity Fund 

100 


Suspense Account : 

— • — 

125 

Borough Fund 

Exchequer Contribution A/c ; 

• 

465 

Borough Fund 

Cash in hand : 


3,700 

Mortgage Loans Fund 


25 


66,925 


;^892.425 


8a— (1768) 
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APPENDIX F 


GENERAL DISTRICT RATE. 

SUMMARY OF ESTIMATE OF AMOUNT TO 
BE RAISED. 


Committee, 

Actual 

1944-1945. 

Estimate 

1945-1946 

Estimate 
Actual to 
31s< Mar., 

Estimate 

1946-1947. 

Finance . 

1 

48,322 

i 

25,362 

1946. 

£ 

24,793 

£ 

35,233 

General Purposes 

7,353 

10,425 

10,649 

11,880 

Public Lighting 

12,904 

18,590 

16,839 

t 

22,300 

PubUc Health . 

41,155 

53,525 

58,027 

66,324 

Roads 

78,279 

121,509 

134,724 

145,676 

Sewage Farms . 

21.732 

23,424 

20,544 

27,556 

Street Improvements, 
Town Planning, etc. 

9,006 

9,355 

12,536 

14,544 


218,751 

262,190 

278,112 

323,513 


Less — 

Actual Surplus at 31st March, 1945 . 26,492 

Net amount chargeable against Rate to 

31st March, 1946 .... 251,620 

Estimated produce of current rate at 
5s. Id. to 31st March, 1946 . . 263.750 

Estimated Surplus at 31st March, 1946 12,130 

Amount to be raised by rate for year to 

31st March, 1947 ^ . ;^31 1,383 

Estimated Assessable Value of General District Rate : ;^1,069,577. 
Id. in the £ will produce £4,324 net. 

68. in the £ is equivalfnt to £311,328. 



INDEX 


Abstract of accounts, form of, 91 

, publication of, 15 

, what they should con- 
tain, 91 

Accounts, allocation and dissec- 
tion of, 15 

, classification of, 2 

, cost, 72 

, education, 64 

, electricity, 32 

, form of published, 91 

, gas, 35 

, housing, 55 

, libraries, 65 • 

, lunatic asylums, 63 

, mental hospital, 63 

, nominal, 2 

, organisation of, 15 

, overseers, 66 

, personal, 2 

, private streets, 61 

, real, 2 

, stores, 27, 68 

, superannuation, 66 

, trading, 22, 36 

, tramways, 35 

, total, 9 

, water, 34 

Accountancy problems, 80 
Acquisition of undertaking, 38 
Adding machines, 97 
Aggregate balance sheet, 116 
Allocation of accounts, 15 
Audit, preparation for, 14 
Auditors, district, 14 

, elective, 14 

, mayor's, 14 

, municipal boroughs, 14 

, professional, 14 

Balance sheet, aggregate, 1 16 

, Consolidated Loans 

Fund. 48, 112 

, construction of, 89 

, double account sys- 
tem, 41. 89 

, housing, 56 

119 


Balance sheet, mortgage loans 
fund, 114 

, rating fund, 108 

, trading undertaking, 

no 

Bank pass books, 94 
Book-keeper, rules for, 8 
Book-keeping, definition, 1 

, double-entry, 2 

, objects of, 1 

, slip, 8 

Books of account, card system, 96 

, loose-leaf , 95 

, organisation of, 8 

, prescribed, 17 

primary, 3 

, slip system, 96 

, tabular, 94 

, variation by contrac- 
tion, 7 

by expansion, 6 

Borough fund, 23 

, balance sheet, 108 

expenses, 23 

Revenue Account, 27 

Calculating machine, 99 
Capital, definition of, 39 

expenditure, 40 

, book entries, 41 

, municipal, 40 

out of revenue, etc., 44 

Card ledgers, 96 

Cash basis of accounts, 4 

Cash capital balances unspent, 52 

record of payments, 20 

record of receipts, 19 

Classification of accounts, 2 
Colledtion account of rates, 27 
Collectors of special rates, 19 
Committees’ estimates, 84 
Consolidated loans fund, accu- 
mulations, 50 

balance sheet, 

48, 112 

book entries, 49 

Control pver expenditure, 12, 84 
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INDEX 


Cost accounts, book*keeping re- 
cords, 75 

, definition, 72 

, direct and indirect 

charges, 74 

, expenditure, 73 

, incorporation into 

main system, 76 

local authority, 73 

— — , object of keeping, 72 

, operating costs, 72, 

73. 78 

, terminal costs, 72, 73 

County Council expenses, 28 
Creditors' accounts, 9, 21 

Debtors’ accounts, 21 
Depreciation, 80 
District auditor, 14 

fund, 26 

Double-account system, 41 

^ application of, 

89 

Double entry, results obtained 
from, 3 

, rules for posting by, 3 

, theory of, 2 

Education accounts, 64 
Electricity accounts, 32 
Estimates for rates, 11, 84 
Examination books recommen- 
ded, 102 

, Institute of Municipal Trea- 
surers, 101 

, legal questions, 104 

, questions on book-keeping, 

103 

, scope of, 101 

, Society of Arts and Cham- 
ber of Commerce, 101 
Exchequer contribution account, 
25 

Expenditure against estimates, 86 

, allocation of, 15 , 

, control of, 12 

— — County Council, 28, 

, education, 64 

, electricity, 32 

, gas, 35 

, London County Council, 29 

, metropolitan boroughs, 29 

, municipal boroughs, 23 

, parish councils, 31 * 


Expenditure, parish meetings, 31 

, record of, 21 

, registration, 24 

, rural districts, 30 

, trams, 35 

, urban districts. 26 

, water, 34 

Filing systems, 99 
Financial position, 4 

statements, 12 

Form of published accounts, 89 
Forms of balance sheets, 89, 108 
Funds, borough, 23 

, county, 28 

, general district, 26 

, general rate, 29 

Gas accounts, 35 
General District Fund, 26 

Rate Fund, 29 

Government audtors, 14 

departments, requirements 

of, 12 

Haulage account, 76 
Hospital accounts, 26 
Housing accounts, 55 

Impersonal accounts, 2 
Income and expenditure basis, 5 

tax assessment, 87 

, electricity, 32 

, gas, 35 

, record of, 20 

, trams, 35 

, water, 34 

Interest on transferred stock, 54 
Issue of stock, 45 

Ledger, loose-leaf, 8 

, primary book, 3 

Libraries, 65 

Loans, expenditure out of, 40 

, mental hospital, 64 

, mortgage fund for, 43 

, repayment by instalment, 

42 

by annuity, 42 

by Sinking Fund, 42 

London County Council, 29 
Loose-leaf ledgers, 8 
> Lunatic asylums, 25, 63^ 
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Mayor's auditor, 14 
Mental hospital, 25, 63 
Metropolitan boroughs, 29 
Mortg^e loans fund, 43 
Municipal boroughs, 23 

capital expen^ture, 40 

Treasurers^ examination, 

101 

Nominal accounts, 2 
Non»accumulating sinking funds, 


Objects of book-keeping, 1 

of system, 8 

Operating costs, 72, 73, 78 
Organization of account keeping, 
15 

of books, 8 • 

Overseers accounts, 66 
prescribed books, 17 

Parish councils, 31 

meetings, 31 

Payments, record of, 20 
Personal accounts, 2 
Plant account, 77 
Postings, 3, 21 
Preparation for audit, 11 
Prescribed books, collectors of 
rates, 27 

, overseers, 17 

, urban districts, 17 

Primary books of account, 3 
Private streets accounts, 61 
Proving the books, 4 
Public litnraries, 65 
Published accounts, 91 

Rats collection account, 27 

estimates, 11, 84, 118 

Rating funds, 23, 43 

, borough fund, 23 

, county fund, 28 

, general district fund, 26 

^ rate fund, 29 

Real accounts, 2 
Receipts, record of, 19 
Records of cash pajrments, 20 

cash receipts, 19 

expenditure, 21 

incpme, 20 

Redemption of stock, 47 


Registration expenses, 24 
Regulations, stock issue, 45 
Renewals fund, 83 
Repayment of loans, 42 
Results by double entry, 3 
Returns “ A " and “ B," 13 
Revenue accounts, borough fund, 
23 

, county fund, 28 

, electricity, 32 

, gas, 35 

, general district fund, 

26 

, general rate fund, 29 

, housing, 58 

, trams, 35 

, water, 34 

Rules for book-keepers, 8 

for posting, 3 

Rural districts, 30 

Salaries returns, 88 
Sale of land, etc., 52 
Sectional balancing, 9 
Sinking funds, 53 

, accumulating, 54 

, methods for loan re- 
payments, 42 

, non-accumulating, 53 

, statements, 13 

Slip system, 8 
Stock, description of, 45 

, issue of, 45 

, management, of, 47 

, redemption of, 47 

regulations, 45 

transferred, 49 

Stores accounts, 27, 68, 76 

, book entries, 69 

, essential conditions 

for, 69 

, incorporation into 

main system, 71 

I , objects of keeping, 68 

issued b^k, 69 

ledger, 70 

receiv^ book, 69 

Superannuation, 64, 66 
System of filing, 99 

Tabular books, 94 
Terminal costs, 73 
Total accounts, 9 
Trading accounts, 22 
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INDEX 


Trading undertakings, acquisition 
of, 38 

capital outlay, 37 

, electricity, 32 

, gas works, 35 

, general features, 36 

, trams, 35 

, water, 34 

Tramway accounts, 35 
Transactions, book-keeping, 2 


Transferred stock, 49 
, interest on, 54 

Urban District Councils' pre- 
scribed books, 17 

Wages, 27 

account, 76 

return, 27, 88 

Water accounts, 34 
Works account, 77 
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M.A., M.Com., D.Sc. In deray 8vo, cloth gilt, 504 pp. lOs. 6(1. net. 

ECONOMICS OF THE MANUFACTURING BUSINESS. By W. A. Stewart 
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ECONOMIC PRINCIPLES FOR INDIAN READERS. By Dr. P. Basu, 
Principal of the Holkar College, Indore. In demy 8vo, cloth, 356 pp. 
7s. 6d. net. 

LABOUR ECONOMICS. By Solomon Blum. In demy 8vo, cloth gilt, 
590 pp. 128. 6d. net. 
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by A. W. Kirkaldy, M.A., B.Litt. In demy 8vo, cloth gilt, 479 pp. 
Us. net. 

BRITISH LABOUR. Replacement and Conciliation, 1914-1921. Edited by 
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ADVERTISING PROCEDURE. By 0. Klsppner. In demy Svo, cloth gilt, 
555 pp. 21g. net. 

THE LANGUAGE OP ADVERTISING. By J. B. Opdyckb. Size 9i in. by 
6| in., cloth, 506 pp. 158. net. 

ADVERTISEMENT LAY-OUT AND COPY-WRITING. By A. J. Watkins. 
In crown 4to, cloth. 158. net. 

THE PRINCIPLES OF PRACTICAL PUBLICITY. By Truman A. de Websb. 
In large crown Svo, cloth, 266 pp., with 43 illustrations. lOs. Bd. net. 

BUSINESS LETTER PRACTICE. By J. B. Opdyckb. In demy Svo, cloth 
gilt, 602 pp. 7s. Bd. net. 

EFFECTIVE POSTAL PUBLICITY. By Max Rittenberg. Size 6^ in. by 
S^in., cloth, 167 pp. 78. Bd. net. 

PRACTICAL POINTS IN POSTAL PUBLICITY. By Max Rittenberg, 
Size, 6i in. by 9 J in., cloth, 78. Bd. net. 

MAIL ORDER AND INSTALMENT TRADING. By A. £. Bull. In demy 
Svo, cloth gilt, 356 pp. 78. Bd. net. 

MAIL ORDER ORGANIZATION. By P. E. Wilson, In crown Svo, cloth 
gilt, 127 pp. Bs. Bd. net. 
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